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Introduction 

Boston  Foundation  Inc.  was  incorporated  on  May  28,  1968  as  a  Massachusetts 
charitable  corporation  organized  "for  the  purpose  of  maintaining  and  conducting 
in  the  City  of  Boston  civic,  educational,  charitable,  recreational,  literary., 
scientific,  artistic,  theatrical  and  musical  functions  for  the  benefit,  enjoyment 
and  edification  of  residents  and  visitors  of  the  city,"  Developed  principally 
by  former  Corporation  Counsel  Herbert  Gleason  and  Katherine  Kane,  the  Foundation's 
primary  purpose  is  to  administer,  under  contract,  the  financial  affairs  of  the 
Mayor's  Office  of  Cultural  Affairs  (OCA)j  principally  the  Summerthing  Program.  Un- 
like other  City  departments  which  are  fully  funded  through  the  city  budget  and 
which  make  purchases  and  contract  for  services  through  the  city's  normal  procedures, 

OCA  requires  a  mechanism  that  can  accept  contributions  and  gifts  to  support  its 

"1 
programs.   As  a  non-profit  corporation,  independent  of  the  City,  the  Foundation  can 

solicit  and  directly  accept  funds  from  the  general  public,  businesses,  private 

foundations  and  the  federal  government.  OCA  also  requires  the  means  to  expedite 

payments  to  performers  who  v.'ork  for  Summerthing.  By  contracting  with  the  Foundation 

to  administer  that  program,  the  City  does  not  have  to  rely  on  its  own  cumbersome 

contract  and  payment  system  to  pay  performers  and  vendors  who  provide  services  for 

the  program  and  who  often  demand  immediate  payment. 

Since  its  inception  in  1968,  the  Foundation  has  grown  in  both  size  and  the 

scope  of  services  it  provides  to  the  City  of  Boston.  Initially,  the  Mayor's  Office 

awarded  the  Foundation  two  contracts  totaling  $88,500  for  the  "planning,  organization, 

supply  and  management  of  the  1968  Summerthing  Program."  Ten  years  later,  in  1978, 

the  Foundation,  with  revenue  in  excess  of  $1.7  million,  (637,  of  which  was  received 

from  the  City  of  Boston)  had  twelve  separate  contracts  with  the  City.  (See  Appendix  I), 


1  Si  nee  the  City  funds  only  a  portion  of  the  Summerthing/Neighborhood  Arts  Program 
[59%  in  1978)  there  is  a  strong  dependence  on  outside  contributions  from  both  individuals 
ind  corporations  for  the  production  of  the  program. 

^Arthur  Andersen  &  Co.,  Boston  Foundation  Inc.  1978  Financial  Statement. 


The  Finance  Commission  has  found  that  the  OCA  and  the  Mayor's  Office  have 
abused  the  privileges  afforded  by  the  use  of  a  fiscal  intermediary  by  squandering 
public  funds  through  circumvention  of  the  City's  cash  disbursement  controls. 
Following  a  lengthy  review  of  the  operation  of  Boston  Foundation,  Inc.,  the 
Finance  Commission  has  found  that: 

1.  Boston  Foundation  Inc.  lacks  sufficient  financial  controls  to  insure 
that  public  funds  are  spent  in  accordance  with  the  terms  of  its  contracts  with 
the  City. 

2.  The  Foundation  has  been  used  by  the  City  to  administer  programs  which 
do  not  require  its  unique  attributes,  ie.  expeditious  payments  or  special  fund- 
raising.  In  fact,  in  many  instances ,  the  Foundation  has  been  used  for  no  other 
reason  than  to  circumvent  the  City's  normal  purchase  and  payment  controls  which 
allow  for  scrutiny  over  the  disbursement  of  public  funds. 

3.  The  Foundation's  controller,  David  Nick,  has  performed  poorly  in  his 
duty  to  insure  that  the  Foundation's  funds  are  expended  for  legitimate  purposes. 

4.  The  Director  of  the  Office  of  Cultural  Affairs,  Helen  Rees,  has  used 
funds  for  her  own  personal  gain. 

5.  The  Mayor's  Office  has  used  the  Foundation  as  a  petty  cash  fund  to  pay 
for  receptions,  travel  expenses,  office  supplies,  food,  etc. 

6.  The  Foundation  has  reimbursed  employees,  including  but  not  limited  to 
Helen  Rees  and  David  Nick,  for  lavish  meals,  gifts,  privately-owned  automobile 
repairs,  theater  tickets s  parties,  and  extravagant  travel  expenses. 

7.  The  Foundation's  Board  of  Directors,  comprised  mainly  of  City  officials, 
has  ignored  its  responsibility  to  address  management  problems  and  abuses  which 
have  repeatedly  been  brought  to  its  attention  over  a  five-year  period  by  the 
Foundation's  auditors,  Arthur  Andersen  and  Co. 
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History  of  Boston  Foundation,  Inc. 

Although  Boston  Foundation  is  technically  apart  from  the  regular  City 
administration,  its  directors  were  and  continue  to  be  for  the  most  part,  high- 
ranking  city  officials.  The  Foundation's  original  Articles  of  Organization, 
filed  in  1958  with  the  Secretary  of  State,  list  the  following  individuals  as 
directors  of  the  Corporation. 

Kevin  H.  White  -  President 

Herbert  P.  Gleason  -  Vice  President 

David  Love  -  Treasurer 

Arthur  Blasburg  ,  Jr.  -  Clerk  and  Secretary 

Clarence  J.  Jones  -  Director 

Katherine  D.  Kane  -  Director 

Paul  Parks  -  Director 

Francis  J.  Kennedy  -  Director 

Mapcy  A.  Huntington  -  Director 

Seven  of  the  above  nine  individuals  were  city  employees  when  the  first  contract 

for  the  administration  of  Summerthing  was  executed  between  the  City  and  Foundation 

in  1968.  Then  City  Auditor,  John  F.  Fitzpatrick  questioned  Corporation  Counsel 

Herbert  Gleason  about  the  potential  conflict  of  interest  arising  from  such  a 

contractual  arrangement.  Gleason  responded  to  Fitzpatrick's  inquiry  by  stating 

in  a  letter  dated  August  21,  1968: 

The  City  funds  to  be  expended  under  the  contract  will 
flow  through  the  Foundation  direct  to  the  performers  and 
organizations  which  have  provided  the  specific  services  at 
the  costs  set  out  in  the  contract.  Thus  the  Foundation, 
as  far  as  the  city  funds  are  concerned,  is  in  effect  a 
conduit  or  "middleman";  and  no  City  funds  will  remain  with 
the  Foundation  or  its  members,  nor  will  the  officers  and 
directors  of  the  Foundation  receive  anything  of  value  from 
either  the  Foundation  or  the  City. 


The  current  Board  of  Directors  is  made  up  of:  Katherine  Kane  (President), 
David  Conlon  (Treasurer),  Joseph  Alviani,  Herbert  Gleason,  Helen  Rees ,  Clarence  Jones 
and  Thomas  Howley.  Only  Gleason, who  is  the  City's  former  Corporation  Counsel ^ and 
Conlon^who  is  Treasurer  of  the  Boston  Water  and  Sewer  Commission^are  not  city  employees, 


Given  the  facts  and  circumstances  of  the  Boston  Foundation, 
Inc.,  and  the  Summerthing  contracts  no  City  officer  or  employee 
has  a  direct  or  indirect  "financial  interest"  in  either  the 
Foundation  or  the  contract.  Thus  I  see  no  conflict  with  General 
Laws  Chapter  268A.  Furthermore,  the  provisions  of  the  City 
Charter  (Chapter  486,  Section  8,  Acts  of  1909),  in  my  opinion, 
are  not  applicable  to  an  arrangement  of  this  sort  since  no 
member  of  the  Foundation  nor  its  Board  of  Directors  will  derive 
any  financial  benefit  directly  or  indirectly  from  the  Foundation 
or  the  contract. 

History  of  the  Office  of  Cultural  Affairs 

In  I97O5  the  Mayor's  Office  of  Cultural  Affairs  (OCA)  was  formed  to  assume 
official  responsibility  for  Summerthing  from  the  Parks  and  Recreation  Department. 
Furthermore,  OCA  was  to  develop  similar  programs  to  take  place  throughout  the 
year  and  serve  as  the  City's  liason  with  the  cultural  community. 

Since  its  inception,  OCA  has  been  closely  tied  to  Boston  Foundation;  so 
close  in  fact  that  the  Foundation's  offices  are  located  within  the  Office  of 
Cultural  Affairs.  The  City  not  only  provides  the  Foundation  with  office  space 
free  of  charge  but  also  supplies  telephone  service,  light,  heat  and  equipment. 
This  arrangement  makes  it  all  the  more  evident  that  the  Foundation  is  not  main- 
tained as  an  independent  corporate  entity  but  as  an  appendage  of  the  City 
administration. 

OCA'S  dependence  upon^  and  relationship  to  the  Foundation  is  both  complex  and 
confusing;  to  the  point  that  Helen  Rees,  who  serves  both  as  Director  of  OCA  and 
as  a  member  of  the  Foundation's  Board  of  Directors  admitted  to  the  Finance  Commission 
that  she  did  not  fully  understand  the  relationship  between  her  department  and  the 
Foundation. 

Unlike  most  other  city  departments  which  make  purchases  and  contract  for  services 
through  the  city's  standard  procedures,  OCA  is  privileged  with  the  ability  to  use 
Boston  Foundation  for  the  financial  administration  of  all  phases  of  its  operation. 
OCA's  1979  budget  appropriation  consisted  of  only  three  categories;  Personnel  Services, 
Supplies  and  Materials  and  Contractual  Services.  The  Contractual  Services  appropriation 
which  made  up  79°^  of  the  department's  budget,  was  expended  entirely  through  contracts 
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with  Boston  Foundation.  All  other  contractors  employed  by  ^a   department  were 

subcontracted  through  the  Foundation. 

OCA  itself  has  only  five  budgeted  personnel  positions.  These  include  the 

Director,  Helen  Rees,  who  earns  $28,000  per  year,  the  Deputy  Director  Jo  Del 

Gaeth,  at  $22,000  per  year,  the  Community  Services  Director,  Pat  Skelton,  at 

$18,000  per  year,  the  Performing  Arts  Specialist,  Barrie  Keller  at  $10,000  per 

year  and  an  Artistic  Director  position  which  is  temporarily  vacant  but  budgeted 

at  $18,500  per  year.  Although  the  department  itself  is  only  budgeted  for  those 

five  positions,  an  additional  full-time  staff  of  14  is  employed  through  the 

Foundation  to  work  exclusively  for  OCA.  The  following  is  a  list  of  those 

positions  paid  for  by  the  Foundation,  serving  OCA: 

Receptionist  $11,000 

Administrative  Assistant 

to  the  Director  of  OCA  11,000 

Director  of  Performing  Arts  14,000 

Administrative  Assistant 

to  Community  Services  Dept.  10,920 

Technical  Director  16,200 

Theatre  Dist.  Coordinator  16,500 

Theatre  Dist.  Administrative 

Assistant  9,000 

Public  Relations  Director  14,000 

Galleries  Coordinator  11,180 

Administrative  Assistant  to 

Deputy  Director  of  OCA  10,140 

Secretary  for  Public  Relations 

Department  8,500 

Secretary,  General  Administration  6,240 

Community  Service  Events 

Coordinator  ^   10,000 

Seniors  Coordinator  and 

Special  Events  Coordinator  12,500 
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In  addition,  the  Foundation's  Controller  ($22,000/yr.)  also  performs  the  duties  of 
OCA  controller. 

In  addition  to  the  above  positions,  the  Foundation  employs  many  seasonal 
employees  who  work  for  the  Summerthing  Program  and  assorted  other  events  produced 
by  OCA.  Such  seasonal  employment  should  be  handled  by  the  Foundation.  However, 
the  persons  holding  the  positions  listed  above  are  actually  performing  functions 
of  the  Office  of  Cultural  Affairs  but  have  been  hired  as  Boston  Foundation  Inc. 
employees,  circumventing  municipal  employment  practices. 

Office  of  Cultural  Affairs  /  Boston  Foundation  Inc.  Contract 

Each  year,  OCA  contracts  with  Boston  Foundation  for  the  administration,  planninn 
and  production  of  the  Surmerthing-Neighborhood  Arts  program.  While  the  contract 
calls  upon  the  Foundation  to  produce  the  program,  in  effect  this  contract  represents 
merely  a  transfer  of  public  funds  into  non-public  hands.  As  explained  previously, 
the  Foundation  does  not  act  as  a  typical  contractor  who  would  supply  an  actual  item 
or  service  to  the  City,  but  instead,  acts  only  as  a  fiscal  intermediary  to  administer 
the  program's  expenses.  The  actual  planning  and  production  of  Summerthing  is  performed 
by  OCA  under  the  Direction  of  Helen  Rees  and  her  staff,  which  is  made  up  of  the  afore- 
mentioned positions,  most  of  which  are  paid  by  Boston  Foundation  under  the  Summerthinq 
contract. 

In  addition  to  the  funds  provided  under  the  City's  contract  for  Summerthinq, 
other  government  funds  received  as  grants,  and  private  donations  to  the  Foundation, 
also  go  toward  the  production  of  Summerthing  and  assorted  other  programs  of  OCA. 
In  effect,  the  City  funds  are  pooled  with  the  other  government  and  private  funds 
and  from  that  lump  sum,  a  budget,  entirely  separate  from  OCA's  City  Budget  is  formed. 
All  of  the  money,  both  private  and  public,  is  channeled  through  the  Foundation  which 
pays  all  of  OCA's  expenses  (except  the  5  personnel  positions  and  some  office  supplies). 
Although  a  large  amount  of  private  funds  are  used  by  OCA,  it  1s  impossible  to  determine 
which  expenses  are  privately  financed  and  which  are  publicly  financed.  The  accounting 


system  used  by  the  Foundation,  merely  pools  the  money  together  and  expends  it 
from  various  internal  accounts.  (See  Appendix  II) 

According  to  the  Foundation's  1978  financial  statement  for  the  year  ended 
December  31,  1978,  the  Office  of  Cultural  Affairs,  through  the  Foundation,  expended 
$1,100,917  on  the  Summerthing-Neighborhood  Arts  Program.   Although  this  figure 
represents  an  80%  increase  over  what  was  expended  the  previous  year,  the  numbers 
are  somewhat  misleading.  Included  in  the  Foundation's  revenues  for  that  year  is 
$304,704  that  was  raised  by  OCA  from  ticketed  concert  series,  such  as  the  Busch 
Beer  series,  Barry  Manilow  concert  and  Andy  Gibb  concert.  While  this  income  drastically 
increases  the  revenue  side  of  the  financial  statements  OCA  expended  the  entire  proceeds 
on  producing  the  actual  concerts  and  made  no  profit  from  the  series.  Since  the 
concerts  were  not  successful  in  raising  funds  to  support 'the  free  Summerthing  Program, 
it  is  only  fair  to  analyze  the  Foundation's  financial  statement,  excluding  from 
the  revenue  and  expense  side,  the  $304,704  which  was  raised  specifically  for,  and 
spent  directly  on,  the  concert  series  (which  unlike  normal  Summerthing  events, 
charged  admission). 

Excluding  the  ticketed  concert  proceeds  and  expenses  reduces  OCA's  revenue- 
expense  statement  for  Surrmerthing-Neighborhood  Arts  to  $796,213,  of  which  ($470,000 
(59%)  was  received  from  the  City  of  Boston.  As  a  percentage  of  total  revenues, 
the  city's  share  for  1977  and  1978  remained  stable  at  59%  although  the  city's  contribu- 
tion increased  in  1978  by  $108,666  (30%).  In  addition  to  the  increased  revenue 
received  from  the  City  in  1978,  OCA  received  $53,600  more  in  1978  in  grants  from 
other  government  agencies  and  increased  contributions  from  business  by  40%  (from 


The  Summerthing-Neighborhood  Arts  Program  encompasses  all  of  OCA's  programming 
except  for  an  Endowment  Specialist  whose  salary  is  fully  funded  by  the  National 
Endowment  for  the  Arts  and  City  Hall  Tourist  Programs  which  are  paid  for  by  the 
Real  Property  Department  but  administered  through  the  Foundation  under  the  supervision 
of  OCA. 
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$117,720  in  1977  to  $165,142  in  1978). 

Although  OCA's  total  revenues  increased  by  30%  in  1978,  expenditures  for 
Neighborhood  activities  and  Community  Relations  only  increased  by  1%.     Furthermore, 
as  a  percentage  of  total  expenditures  for  Summerthing/Neighborhood  Arts,  neighbor- 
hood activities  and  community  relations  accounted  for  38%  ($300,350/$796,213)  of 
OCA's  expenses;  down  from  45%  ($280,073/$611 ,419)  in  1977.  Although  neighborhood 
activities  and  community  relations  only  received  $20,277  more  in  1978  than  in  1977, 
OCA's  administrative  costs  jumped  by  93%,  from  $146,109  in  1977  to  $281,972  in 
1978.  Viewed  as  a  percentage  of  total  expenses,  in  1977,  administrative  costs 
accounted  for  24%  of  total  expenses  whereas  in  1978  the  total  percentage  increased 
to  35%  (11%  net  increase). 

The  reason  behind  OCA's  increased  administrative  costs  is  twofold.  On  the 
one  hand,  OCA  has  increased  its  activity  in  such  areas  as  the  Theatre  District 
revitalization  and  City  Arts  Grants.  While  this  represents  a  legitimate  reason 
for  increased  administrative  costs,  it  should  not  have  caused  an  increase  as  a 
percentage  of  total  expenses.  That  increase,  which  is  disturbing  to  the  Finance 
Cormission,  apppears  to  be  the  result  of  mismanagement  and  poor  administrative 
policy  by  OCA  and  the  Foundation. 
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Critical  Analysis  of  Boston  Foundation  Inc.'s  Performance 

Ever  since  the  initial  Summerthing  contract  was  proposed  between  the  City  and 

the  Foundation,  the  Finance  Commission  has  questioned  the  propriety  of  the  City's 

use  of  Boston  Foundation. "I  On  August  12,  1968,  Finance  Commission  Chairman  John 

Larkin  Thompson  wrote  Mayor  Uhite: 

One  major  reservation  as  to  the  proposed  method  of 
operation  should  be  set  forth  at  this  time.  That 
reservation  is  based  on  the  fact  that  the  duties  . 
to  be  performed  by  the  Boston  Foundation,  Inc.  are 
essentially  the  duties  of  the  Mayor's  Office.  This 
is  particularly  true  in  this  situation  where  those  who 
will  perform  various  duties  as  corporate  officers  under 
the  proposed  contract  would,  under  normal  conditions, 
be  performing  those  same  duties  as  members  of  your 
administrative  staff.  Of  even  greater  significance 
is  the  question  of  whether  the  books  and  records  of 
this  corporation  will  be  subject  to  audit. 

The  Finance  Commission  has  since  commented  on  numerous  contracts  proposed  between 

various  City  departments  and  Boston  Foundation.  The  thrust  of  the  Finance  Commission's 

recommendations  to  the  Mayor  has  been  that  due  to  a  lack  of  safeguards  built  into 

the  Foundation's  disbursement  system,  the  City  should  refrain  from  unnecessary 

contracts  with  the  Foundation  and  instead  work  to  streamline  its  existing  contract 

and  payment  system.  The  Finance  Commission's  concern  over  the  use  of  Boston  Foundation 

has  been  ignored  and  the  city  continues  to  use  the  Foundation  to  circumvent  all  of 

the  safeguards  which  are  built  into  the  admittedly  slow  city  payment  system.  In 

response  to  a  June  7,  1978  letter  sent  from  the  Finance  Commission  to  Mayor  V'hite 

urging  that  he  not  award  contracts  to  "fiscal  intermediaries",  then  Corporation 

Counsel  Herbert  Gleason  stated: 

Delays  and  excessive  paperwork  are  the  inescapable  consequences 
of  the  vast  array  of  checks  and  safeguards  imposed  by  laws  and 
regulations  upon  the  city's  contractual  relationships.  Although 
we  are  engaged  in  a  vigorous  effort  to  hasten  the  city's  adminis- 
tration of  contracts  for  goods  or  services  costino  $?,000  or  more 
and  to  amend  certain  existing  laws,  there  is  noway  to  avoid 
statutory  requirements.  Safety  and  speed  are  natural  enemies,  at 
least  in  the  minds  of  the  legislators  to  whom  we  have  proposed 


1 

Under  informal  agreement  with  the  Mayor's  Office,  the  Finance  Commission  reviews 

all  no-bid  contracts  proposed  by  the  City.  All  contracts  between  the  City  and  The 

Foundation  have  been  av/arded  on  a  no-bid  basis. 
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streamlining  the  city's  contract  procedure.  We  have  repeatedly 
recommended  that  the  threshold  for  written  contracts  be  raised 
from  $2,000. 


When  necessary,  we  have  achieved  a  swifter  result  by  using  the 
Boston  Foundation,  Inc.  and  Programs  for  Youth,  Inc.^  They  are 
equipped  to  keep  accounts  and  personnel  records  and  make  payments 
in  a  timely  and  correct  fashion.  They  have  a  fine  record  for 
performance  and  integrity. 

In  response  to  the  Finance  Commission's  concern  over  the  City's  dependence 
on  Boston  Foundation,  City  officials  have  argued  that  the  Foundation  does  incorporate 
sufficient  safeguards  to  protect  and  insure  the  proper  expenditure  of  City  funds. 
It  has  been  claimed  that  the  two  most  significant  safeguards  are  that:  a)  the 
Foundation's  Board  of  Directors  is  made  up  of  responsible  City  officials,  including 
the  Corporation  Counsel,  and  b)  the  Foundation's  books  are  audited  yearly  by 
the  certified  public  accounting  firm  of  Arthur  Andersen  and  Co.  If  these  safeguards 
were  in  place  to  be  a  deterrent  to  improper  financial  practices  that  would  be  one 
thing,  but  that  is  not  the  case. 

The  fact  that  responsible  City  officials  make  up  the  Board  of  Directors 
appears  to  have  little  effect  on  the  integrity  or  operation  of  the  Foundation. 
The  main  reason  for  this  stems  from  the  fact  that  these  same  City  officials  have  not 
acted  responsibly  with  respect  to  their  obligation  to  Boston  Foundation.  As  a 
matter  of  practice  the  Board  has  met  only  once  a  year,  as  required  by  law.  In  the 
most  recent  past,  the  Board  failed  to  even  meet  that  requirement.  They  met  once 
for  an  annual  meeting  in  March  of  1978  and  did  not  meet  again  until  July  of  1979, 
(and  only  then  as  a  result  of  our  investigation).  Without  regular  meetings,  the 
Board  has  little  knowledge  of,  or  input  to,  the  day  to  day  operation  of  the 
Foundation.  Furthermore,  it  does  not  appear  that  the  operation  of  the  Foundation 
is  a  high  priority  for  those  city  officials  who  serve  on  the  Board.  This  is  somewhat 
understandable,  considering  the  numerous  other  responsibilities  and  duties  performed 
by  those  individuals.  Nonetheless,  the  result  of  this  attitude  is  that  those 


Programs  for  Youth.  Inc.  is  a  fiscal  intermediary,  similar  to  Boston  Foundation, 
used  to  administer  the  Community  Schools  Program. 
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inherent  safeguards  that  are  meant  to  be  embodied  by  the  presence  of  responsible 
officials,  serving  on  the  Board,  are  lacking  if  not  all  together  absent. 

The  other  major  safeguard  that  is  meant  to  protect  the  City's  interest  is  in 
the  form  of  the  yearly  audit  performed  by  Arthur  Andersen  and  Co.  Although  the  audit 
and  its  accompanying  management  letter  have  the  potential  to  help  insure  that  the 
Foundation  operates  in  a  responsible  manner,  it  is  apparent  that  the  Board  of  Directors 
has  all  but  ignored  the  repeated  criticisms  that  the  auditors  have  made  concerning 
the  Foundation's  management  performance. 

The  Finance  Commission  reviewed  four  of  the  management  letters  prepared  for 
the  fiscal  years  ending  December  31,  1975,  through  1978.  The  following  is  a  summary 
of  the  major  points  that  were  discussed  in  those  reports: 

1)  In  1977  and  1978,  Arthur  Andersen  noted  deficiencies  in  the 
handling  of  contracts  administered  by  Boston  Foundation  but  outside  of  the  Office 
of  Cultural  Affairs.  In  1977,  the  Foundation  had  "erroneously  acted  only  as  a  fiscal 
agent  by  which  funds  are  received  and  disbursed".  This  stems  from  the  fact  that 
while  the  terms  of  the  contracts  between  the  Foundation  and  contracting  entities 
require  that  the  Foundation  exercise  fiscal  and  administrative  control,  that  control 
was  lacking.  Although  the  Foundation  formally  requires  supporting  documentation  for 
expenditures  before  reimbursement  is  made,  no  single  individual  is  responsible  for 
critically  reviewing  the  nature  and  propriety  of  expenditures  and  ascertaining  that 
they  are  in  accordance  with  the  terms  of  the  contract.  Furthermore,  quarterly  reports 
were  not  prepared  to  summarize  expenditures  and  show  the  progress  of  various  programs. 

In  response  to  this  criticism,  the  Board  voted  on  March  24,  1978  to  require  the 
head  of  any  department  with  which  the  Foundation  has  a  contractual  relationship,  to 
sign  a  written  agreement  establishing  that  either  he  or  his  designate  is  fully 
accountable  for  all  cash  disbursements  made  by  him,  all  duties  assigned  to  him,  and 
for  the  full  performance  of  the  contract  for  its  duration.  Furthermore,  the  Board 
also  voted  to  require  each  department  head  to  submit  to  the  Controller  a  progress 
report  showing  performance  under  the  contract  and  a  report  of  all  cash  disbursements 
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made  in  accordance  with  the  contract,  no  later  than  fifteen  days  after  the  close  of 
each  calendar  quarter.  As  of  December  31,  1978,  neither  of  these  documents  had  been 
obtained  by  the  Foundation. 

2)  In  all  four  management  letters,  the  auditors  discussed  the  Foundation's  lack 

of  a  formal  purchasing-requisition  system.   In  their  1978  letter,  they  said: 

During  the  course  of  our  work  in  the  purchasing,  accounts 
payable,  and  cash  disbursements  areas,  we  noted  certain 
instances  where  existing  internal  controls  were  being  by- 
passed or  inadequate  controls  were  in  effect.  The  risks 
inherent  in  this  area  include  the  possibility  of  duplicate 
payments  of  invoices  submitted  to  accounting,  payment  of 
amounts  for  goods  or  services  not  actually  received,  pay- 
ment of  amounts  in  excess  of  the  actual  costs  of  goods  or 
services  received,  unauthorized  purchases  being  made  and 
processed,  and  understatement  of  liabilities  at  year-end 
due  to  inadequate  closing  procedures. 

3)  In  1975,  the  auditors  said  that  the  Foundation  does  not  maintain  any  formal 
record  of  the  hours  worked  by  employees.  In  1978,  the  auditors  recommended  that 
"all  employees  be  required  to  complete  and  sign  time  cards  or  time  sheets  for  each 
pay  period  which  clearly  indicate  the  projects  on  which  each  employee  has  worked 
during  the  period". 

4)  In  1978,  the  auditors  pointed  out  that  the  Foundation  is  paying  for  parking 
tickets  on  illegally  parked  Summerthing  vehicles.  They  recommended  that  the  already 
approved  policy  calling  for  the  operator  of  the  vehicle  to  be  responsible  for  all 
parking  violations,  be  enforced. 

5)  In  1976  and  1978  the  auditors  criticized  the  Foundation's  practices  relating 

to   payment   for  travel  and  entertainment  expenses.  The  1976  management  letter 

stated: 

During  our  review  we  noted  that  accounting  by  employees 
for  travel  and  entertainment  expenses  vias    not  always 
adequate.  We  noted  instances  where  reimbursements  were 
made  without  adequate  support  or  for  items  that  did  not 
appear  to  have  any  business  purpose.  The  approval  for 
payment  in  some  cases  was  made  by  the  person  incurring 
the  expense. 

Furthermore,  in  the  1978  letter,  the  auditors  related  the  following  instances 

respecting  the  Foundation's  travel  and  entertainment  payment  practices;  instances  which 

were  cause  for  concern: 


-14- 

Expenses  incurred  on  a  trip  to  Japan  made  by  the  Deputy 
Director  of  the  OCA,  relating  to  the  sister  cities  program, 
were  charged  through  a  travel  agency  which  submitted  one 
billing  which  was  not  itemized.  No  consideration  was  given 
to  the  personal  nonreimbursable  portion  of  the  trip. 

In  several  cases  it  was  not  noted  on  travel  and  expense 
reports  what  people  were  in  attendance  for  business  meals 
or  the  purpose  of  the  meal.  The  business  purpose  for 
travel  was  also  seldom  listed  on  the  reports. 

One  half  of  an  automobile  repair  bill  for  the  overhaul 
of  the  Controller's  personal  automobile  was  charged  to 
vehicle  maintenance  and  repair.  Although  the  expenditure 
was  ultimately  approved,  the  business  purpose  of  the 
expenditure  should  have  been  documented  and  approved  on 
a  timely  basis. 

Expenses  reported  for  parking,  auto  mileage,  periodicals 
and  cab  fares  are  being  charged  at  a  flat  rate  per  month 
on  the  OCA  Director's  expense  report  with  no  supporting 
documentation.  All  charges  should  be  supported  by 
appropriate  detail  backup  and  the  relationship  to  the 
activities  of  the  Foundation  should  be  known. 

Travel  advances,  some  of  which  are  several  months  old, 
which  total  over  $1,400  were  outstanding  at  year-end. 
Over  $1,000  of  this  balance  was  owed  by  the  Director 
of  the  OCA. 

Under  present  policy,  Foundation-owned  and  operated 
vehicles  may  not  be  driven  home  by  employees.  However, 
this  policy  is  not  strictly  enforced.  The  Foundation 
should  either  take  measures  to  ensure  that  this  policy 
is  enforced  or  have  the  employees  reimburse  the  Foundation 
for  personal  mileage  driven  in  Foundation-owned  vehicles. 

6)  In  1975,  the  auditors  brought  to  the  attention  of  the  Board  of  Directors 
the  fact  that  the  Foundation  Council  had  approved  two  types  of  employee  loans 
during  that  year.   In  the  first  instance,  the  Foundation  had  countersigned  a 
bank  loan  which  was  being  repaid  through  payroll  deductions.  In  the  second 
instance.  Foundation  funds  were  directly  loaned  to  certain  employees.  Arthur 
Andersen  stated  that  neither  of  these  arrangements  had  been  approved  by  the  Board 
and  recommended  that  due  to  their  "unusual  nature",  future  transactions  such  as 
these  should  require  prior  Board  of  Directors'  approval. 


The  Foundation  Council  was  an  informal  committee  made  up  of  the  Director,  Deputy 
Director  and  Controller  to  discuss  and  make  decisions  on  expenditures. 
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7)  In  1976,  the  auditors  suggested  that  when  an  "unusual"  disbursement 

is  made,  it  may  be  advisable  to  have  the  Foundation  Council  approve  the  payment. 
As  an  example  of  an  "unusual"  payment,  the  auditors  noted  a  $100  payment  to  a 
testimonial  dinner  and  $250  toward  entertainment  at  that  testimonial. 

8)  In  1976  and  1977  the  auditor's  report  noted  instances  where  the 
Foundation's  policy  of  requiring  two  signatures  on  checks  over  $500  was  violated. 
In  1976,  for  example,  four  checks  were  issued  for  payment  of  an  invoice  in  excess 
of  $500  to  avoid  the  dual  signature  requirement.  It  was  suggested  by  the  auditors 
that  this  practice  be  discontinued  immediately.  In  1977,  it  was  noted  that  a 
check  in  excess  of  $500  had  been  written  and  issued  with  only  one  signature. 

9)  In  1978  it  was  reported  that: 

The  Foundation  employs  an  individual  who  appears  to  be 
performing  in  the  role  of  an  employee  of  the  Foundation, 
while  being  paid  as  an  outside  consultant.  Due  to  this 
treatment,  there  are  no  taxes  withheld  on  these  weekly 
payments.  This  practice  could  result  in  fines  or 
penalties  being  assessed  on  the  Foundation  for  improper 
withholding.  All  persons  who  are  employed  by  the 
Foundation  in  the  role  of  an  employee  should  be  paid 
as  part  of  the  regular  payroll  with  the  appropriate 
withholdings. 

During  the  past  several  years  the  Foundation  has 
erroneously  prepared  1099  forms  only  for  certain 
specified  consultants.  Federal  tax  regulations  require 
that  all  persons,  including  variety  entertainers,  who 
receive  in  excess  of  $600  for  services  rendered  during 
a  calendar  year  should  receive  Form  W-2  or  Form  1099 
depending  upon  their  circumstances  of  employment. 

After  reviewing  Arthur  Andersen's  reports  it  is  apparent  that  Boston 

Foundation  has  been  administered  in  an  inefficient  and  irresponsible  manner.  Of 

equal  concern  is  the  fact  that  this  situation  has  been  allowed  to  persist  with 

the  full  knowledge  of  the  City's  Corporation  Counsel  and  other  officers  who  serve 

on  the  Board  of  Directors.  In  assessing  the  responsibility  for  the  mismanagement 

of  the  Foundation,  the  Finance  Commission  has  determined  that  fault  lies  with 

the  Controller,  the  Director  of  the  Office  of  Cultural  Affairs  and  the  Board 

of  Directors. 
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The  Board  of  Directors 

The  Board  of  Directors  has  repeatedly  failed  to  meet  its  responsibility 
to  insure  that  the  Foundation  is  administered  in  a  proper  manner  consistent 
with  law  and  the  terms  of  contracts  that  the  Foundation  has  with  the  City  of 
Boston.  Essentially,  the  Board  functions  only  to  fulfill  the  leqal  requirement 
of  meeting  once  a  year  to  elect  officers.  Although  the  audits  are  discussed  at 
the  annual  Board  meeting,  there  has  been  very  little  initiative  on  the  part  of  the 
Board  as  a  whole  or  any  member  individually  to  take  control  and  correct  the  many 
management  problems  that  have  repeatedly  come  to  its  attention  by  way  of  the  auditors' 
management  letters.  As  a  result  of  its  inactivity  and  laissez-faire  attitude,  the 
Board  has  either  purposely  or  in  a  defacto  sense,  delegated  major  responsibility 
for  the  operation  of  the  Foundation  to  the  Controller,  David  Nick  and  the  Director 
of  the  Office  of  Cultural  Affairs,  Helen  Rees.  This  situation  would  be  acceptable 
if  those  individuals  were  effective  managers,  operating  in  a  proper  and  upright 
manner.  However,  it  is  the  conclusion  of  the  Finance  Commission  that  this  has  not 
been  the  case. 

The  Controller 

.  As  Controller  for  the  past  three  years,  David  Nick  is  responsible  for  overseeing 
the  entire  accounting  and  financial  operation  of  the  Foundation.  This  includes 
supervising  the  Accounting  Department's  processing  and  payment  of  all  bills  and 
maintenance  of  accurate  books  and  financial  records.   In  addition,  Nick  is  responsible 
for  insuring  that  the  disbursement  of  all  Foundation  funds  are  in  accordance  with 
the  terms  of  the  contract  through  which  the  funds  were  initially  received. 

During  the  past  three  years,  Nick's  administration  of  the  Foundation's  financial 
controls  and  payment  policies  has  been  poor.  The  Finance  Commission's  own  review 
of  Foundation  expenditures  has  revealed  that  employees  have  been  routinely  reimbursed 


The  Foundation/OCA  Accounting  Department  is  made  up  of  three  full-time 
individuals,  including  Nick.  During  the  summer  months,  one  or  two  additional 
individuals  are  employed  to  assist  the  Department. 
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for  numerous  personal  expenses  including  repairs  made  to  private  automobiles, 
parking  tickets,  extravagent  meals,  theatre  tickets,  liquor  and  gifts,  riot  only 
has  Nick  permitted  employees  to  be  reimbursed  for  these  improper  expenses,  but 
he  has  himself  billed  the  Foundation  for  several  personal  expenses  ranging  from 
automobile  repairs  to  the  daily  cost  of  commuter  parking.  (See  Appendix  VI) 

The  Finance  Commission  questioned  Nick  about  the  cash  disbursement  system  that 
he  maintains.  Without  any  formal  purchase  order  system,  employees  make  purchases 
or  incur  expenses  which  are  then  reimbursed  by  the  Foundation  or  remitted  directly 
to  the  vendor,  depending  upon  the  nature  of  the  expense.  In  addition  to  these 
types  of  expenses,  the  Foundation  also  advances  money  to  some  employees  to  pay  for 
travel  or  performers  who  require  on  the  spot  cash  payment.  In  either  case,  the 
employee  incurring  the  expense  fills  out  a  "Request  for  Check"  form  (voucher) 
which  includes  the  name  and  address  of  the  person  to  be  paid,  the  account  from  which 
the  payment  should  be  debited  and  an  explanation  of  the  expense.  Receipts  or 
other  forms  of  documentation  are  attached  to  the  voucher,  which  is  then  submitted 
to  a  supervisor  for  authorization.  Once  authorized  by  signature,  the  voucher  goes 
to  the  Foundation's  Accounting  Department  for  processing,  and  a  check  is  dispensed. 

It  is  the  responsibility  of  both  the  authorizing  supervisor  and  the  Accounting 

Department  to  review  the  voucher  to  make  sure  that  it  is  accurate  and  that  the 

expenses  are  legitimate.  The  following  is  an  excerpt  from  flick's  testimony  before 

the  Finance  Commission  concerning  his  review  of  vouchers  that  are  submitted  to  the 

Accounting  Department: 

Q  For  a  situation  like  this  one,  where  you  were  not  the 
person  who  authorized  this  expense,  what  is  your  role 
in  this  particular  voucher? 

A   Well,  although  it  was  authorized  by  another  individual, 
what  I  would  do  is  go  back  to  the  receipts  and  try  to 
make  sure  that  everything  makes  sense,  that  there  isn't 
somebody  going  down  to  the  barber  shop  and  getting  a 
haircut,  for  instance.  What  we  do  is  make  sure  that  the 
amount  of  money  that  the  receipts  add  up  to  is  in  agreement 
with  the  amount  requested  on  the  voucher. 
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Q   Have  you  established  or  has  anybody  in  the  Foundation 
established  any  guidelines  as  to  what  is  and  what  is 
not  an  allowable  expense? 

A   Well,  we  try  to  deal  viith   it  on  an  individual  basis. 

Q   So  each  one  is  looked  at  individually  then? 

A   Yes  5  and  some  determination  is  made. 

Q   What  do  you  do  in  a  situation  where  for  one  reason  or  another, 
there's  no  supporting  documentation?  For  example,  somebody 
wants  to  get  reimbursed  for  something  that  they  don't  have  a 
receipt  for? 

A   Well,  if  they've  laid  the  money  out,  what  I  encourage  everyone 
to  do  and  what  I  try  to  do  is,  the  best  I  can,  if  somebody 
has  expended  some  money  and  they  don't  have  a  receipt  for  it, 
it's  their  problem.  I  really  don't  want  to  hear  about  it. 

Q  So  if  they  don't  have  a  receipt  then  they  are  not  reimbursed? 

A  Right. 

Q  Is  that  always  the  case? 

A  I  can't  recall  any  instance  where  it  wasn't. 

Q  But  that  is  generally  your  policy  then,  anyv/ay? 

A  Yes. 

Q  Is  that  policy  for  all  employees  from  the  Director  on  down 
to  the  people  who  disburse  the  money  for  petty  cash?  Does 
it  apply  to  everybody? 

A   Yes. 

Q   Dave,  would  you  say  that  you  checked  all  the  vouchers,  even  the 
vouchers  that  you  don't  authorize? 

A   Yes. 

Although  Nick  claims  to  abide  by  the  above  policy,  examination  of  the  Foundation's 

records  does  not  show  this  to  be  the  case.  There  have  been  numerous  times  when 

employees  have  submitted  handwritten  notes  as  substitutes  for  receipts  or  no  receipts 

whatsoever.  Furthermore,  the  Finance  Commission  saw  virtually  no  evidence  to 

indicate  that  receipts  are  examined  to  determine  if  expenses  are  business-related. 

(See  Appendix  IV)  The  review  appeared  to  be  so  lax  that  in  one  instance,  a  $60.92 

bill  for  a  catering  expense  was  actually  paid  twice  on  the  same  voucher. 
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The  Finance  Commission  questioned  Nick  concerning  several  expenditures  and 

their  business-related  purpose.  The  following  is  from  that  testimony: 

Q    I  want  to  call  your  attention  to  this  voucher,  number  10472. 

The  date  on  it  is  July  6,  1977.  Your  signature  is  the  authorized 
signature,  is  that  right? 

A   Yes.. 

Q   You  see  that  there's  $65  worth  of  expenses  where  Reggie  Johnson 
didn't  either  take  the  time  or  have  the  time  to  get  receipts 
in  these  small  stores  where  he  bought  the  items. 

A   Right.  This  was,  let's  see,  July  5th.  Reggie  had,  I  think, 
in  fact,  told  me  before  doing  this  that  he  was  going  to  be 
spending  the  money  and  be  reimbursed.  Again,  it  was  something 
that  I  had  some  awareness  to  before  the  actual  event. 

Q   Did  you  have  an  idea  of  how  much  he  was  going  to  spend  and  for  what? 

A   Offhand,  I  don't  remember. 

Q   So  would  you  say  that  you  took  his  word  for  it  that  he  spent 
$65  on  items  for  - 

A   Yes,  it's  something  that  -  I  imagine  Betty  [Cook]  was  aware  of  this 
and  I  was  aware  of  it,  yes. 


The  next  one  is  number  9703  and  it's  to  Newton  Buick  Company, 
Inc.  and  it's  for  $386  and  it's  for  body  work  on  Mr.  Johnson's 
car.  Could  you  explain  why  the  Foundation  would  pay  for  that 
expenditure? 

Jeff,  as  to  this  one,  the  exact  circumstances  I  really  don't 
remember. 

Okay.  The  next  one  is  related  to  this  one,  apparently  anyway. 
It's  to  the  same  vendor  and  it's  for  leasing  a  vehicle. 
Apparently  for  the  days  the  other  vehicle  was  being  repaired. 

That,  Jeff,  again  it's  in  my  sketchy  past.  Reggie's  car 
was  used  extensively  for  business.  I  mean,  business  being 
going  to  arts  agencies,  community  groups,  and  so  forth. 
I  imagine  this  is  a  replacement  for  the  vehicle  while  his 
car  was  tied  up. 
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Q        Would  it  have  been  reviewed  by  your  office? 

A        Yes. 

Q   Do  you  think  that's  a  legitimate  business  charge  against 
the  Foundation? 

A   I  think  it  is  because  Reggie's  car  was  in  use  seven  days  a 
week,  fifty-two  weeks  a  year.  I  mean,  he  was  forever  going 
to  arts  councils  and  community  groups  and  stuff  like  that  so 
I  mean,  his  car  was  used  extensively,  so,  you  know  I  can  live 
with  it. 


Q   The  next  one  is  9775  and  it's  for  repairs  to  your  car.  The 
description  says  "Repairs  to  Dave  Nick's  car  per  F/C  Meeting 
3-18-77". 

A   There  v/as  a  meeting  held  with  -  we  used  to  have  what  we 
called  the  Foundation  Council  V\/hich  was  like  a  tribunal 
where  we  would  sit  down  and  discuss  problems  within  the 
office,  different  events  that  were  going  on  and  things 
like  that.  I  was  given  the  authorization  of  Betty  and 
Reggie.  I  mean  my  car  was  used  extensively  also. 

Q   Could  you  just  take  a  look  at  that? 

A   Yes. 
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Q   Do  you  ever  use  your  car  for  personal  use? 

A   Yes. 

Q   I'd  like  you  to  look  at  this  one  at  the  same  time.  This  is 
11632,  which  are  also  repairs  to  your  car. 

A   If  you'll  note  on  this  voucher,  I  did  not  ask  the  Foundation 
to  pay  the  entire  amouot. 

Q   I  did  notice  that  and  I  was  wondering  why  the  difference  between 
the  two? 

A   Because,  as  Bruce  just  pointed  out,  some  of  my  car  is  for  personal 
use  and  what  I've  tried  to  do  is  just  figure  out  a  percentage  that 
was  business  and  a  percentage  that  was  personal,  to  charge  only  the 
Foundation  for  what  is  - 

Q   Okay,  why  did  you  do  it  on  that  particular  voucher  and  not  on  that  one? 

A   To  the  best  of  my  recollection  at  the  time  I  had  previous  naintenance 
bills  which  I  had  charged  nothing  to  the  Foundation.  And  I'm  sure 
if  I  took  it  to  the  tribunal  of  this  Foundation  Council,  I'm  sure 
there's  a  good  reason  for  doing  it. 


Q  Do  you  drive  your  car  in  town  from  Brighton  every  day? 

A  I  haven't  been  recently. 

Q  Back  in  1977? 

A  Usually. 

Q  Did  you  submit  aprking  receipts  every  day  when  you  drove  it  into 
town? 

A  Yes. 

Q  Did  you  submit  gas  receipts? 

A  Occasionally. 

Q  Occasionally? 

A  Yes. 

Q  How  would  you  decide? 

A  Well,  if  I  was  doing  a  lot  of  work  for  the  Foundation,  I  charge 
it  for  a  tank  of  gas. 
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Q  Okay.  There's  another  one.  This  is  voucher  11702  from 
November  9,  1977.  It  was  a  petty  cash  reimbursement  to 
Leah  and  included  in  the  whole  group  is  parkinq  and  gas 
receipts  for  your  car.  One  of  the  gas  receipts  was  58.45 
from  Bill's  Mobil  Station  at  the  Junction  of  Routes  140 
and  106  in  Belmont,  New  Hampshire.  Were  you  on  Foundation 
business  in  Belmont,  New  Hampshire? 

A   That,  I  really  don't  remember.' 

*  *  * 

Q   This  is  voucher  number  10349  -  $250,  paid  to  Reggie  Johnson, 
authorized  by  yourself  for  Orientation  Expenses  and  attached 
to  it  is  a  memorandum  from  Reggie  to  yourself  and  he  lists 
on  here  item  number  2,  booze,  tonic,  etc.  from  Deerborn  Liquors 
for  $125.  And  the  receipt  attached  is  for  one  case  of  mixed 
champagne,  one  case  of  mixed  liquor,  and  eight  cases  of  premium 
beer.  Can  you  explain  what  kind  of  "orientation"  this  is? 

A   This  is  the  orientation  for  the  summer  staff  when  they  come  on. 
We  generally  have  them  in  a  place  away  from  City  Hall  for  three 
days  during  9-5  hours  or  v/hatever,  9-9  hours.  And  I  guess  they  have 
some  type  of  party  at  the  end  just  to  get  everyone  acquainted, 

Q   Do  you  consider  serving  a  case  of  champagne  a  legitimate  business 
expense? 

A  It  doens't  say  on  here  that  it  was  a  case  of  champagne,  it  says 
mixed  champagne.  I  don't  know  if  that  means  mixed  with  bottles 
of  wine  or  bottles  of  ginger  ale  or  anything  else. 

Q   Okay,  but  do  you  consider  those  expenses  from  Deerborn  Liquors 
to  be  a  legitimate  business  expense? 

A   Yes,  I  do. 

In  addition  to  the  above  questions,  the  Finance  Commission  discussed  with  Nick 

several  instances  where  employees  (including  himself)  submitted  receipts  for  meals 

and  drinks  they  had  had  with  other  OCA  employees,  payments  that  were  made  for  parking 

tickets  that  were  issued  to  both  Foundation  and  private  vehicles,  payments  that  were 

made  for  personal  automobile  insurance,  payments  that  were  made  for  liquor,  beer  and 

champagne  for  staff  parties,  and  other  miscellaneous  expenditures  that  appeared  to 

be  extravagent  or  have  no  business  related  purpose.  In  each  case  that  was  brought 

to  his  attention,  Nick  justified  the  expense.  In  justifying  the  payment  for  staff 

meals,  Nick  stated  that  when  crises  or  problems  arose,  sometimes  staff  members 

wanted  to  get  out  of  the  office  to  discuss  them.  He  further  stated,  "We  encourage 
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people  to  keep  it  to  a  small  amount."  Apparently,  Nick's  conception  of  a  "small 
amount"  is  relatively  broad  since  he  stated  that  $44.63  for  lunch  for  three  employees 
was  not  a  lot.  He  also  considered  his  $42.00  ($21.00  per  person)  lunch  with  Robert 
Brown  of  U.S.  Trust  to  be  reasonable.  (See  Appendix  V) 

In  addition  to  questionable  payments  that  have  been  approved  by  Nick,  it  is 
apparent  that  the  Foundation  lacks  many  of  the  formal  financial  control  policies 
and  practices  normally  adhered  to  by  both  government  and  business.  For  example,' 
the  Foundation  does  not  adhere  to  any  one  formal  policy  concerninq  reimbursement 
for  automobile-related  expenses.  (See  Appendix  VI)  In  some  cases,  employees  are 
paid  for  mileage,  in  other  cases  they  are  paid  for  actual  expenses.  Occasionally, 
they  are  paid  for  mileage  (which  is  meant  to  cover  all  expenses)  and  expenses  which 
are  incurred  at  the  same  time.  In  many  of  the  instances  where  mileage  was  reimbursed, 
a  straight  odometer  reading  was  taken  covering  mileage  for  an  entire  month's  period, 
not  taking  into  account  any  personal  use  of  the  vehicle.  On  occasion,  the  Director 
of  OCA  has  requested  reimbursement  for  every  day  of  the  month  at,  for  example,  15 
miles  per  day  at  15^/mi.  In^many  cases,  where  the  Director  requested  reimbursement 
for  the  expense  rather  than  the  mileage,  she  would  give  a  flat  figure  of,  for  example, 
$30  for  a  month's  worth  of  parking,  without  any  receipts  to  substantiate  the  request. 

In  addition  to  his  failure  to  set  policies  concerning  certain  types  of  expenses, 
Nick  has  often  ignored  what  formal  policies  there  are.  The  Foundation  has  a  formal 
policy  which  states  that  parking  tickets  are  the  responsibility  of  the  vehicle 
operator  who  received  the  ticket,  Nick  has  on  several  occasions,  ignored  this 
policy  and  has  authorized  the  Foundation  to  pay  for  tickets.  Although  the  Finance 
Commission  can  see  instances  which  would  require  flexibility  in  the  enforcement  of 
this  policy,  there  is  no  apparent  reason  why  Nick  authorized  paying  $45  for  towinq 
end  $125  for  parking  tickets  that  were  issued  to  Helen  Rees '  automobile.  Although 
Rees  testified  before  the  Finance  Commission  that  the  tickets  were  received  by 
employees  using  her  car  on  Foundation  business,  one  of  the  tickets  was  issued  17 
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days  before  she  was  even  employed  by  OCA. 

It  is  evident  that  Nick  has  neglected  his  responsibility  to  insure  that  the 
Foundation's  financial  affairs  are  managed  honestly  and  efficiently.  Of  even  more 
concern  is  the  fact  that  when  confronted  about  improper  payments  made  by  the 
Foundation,  Nick  repeatedly  justified  those  payments.  By  virtue  of  the  fact  that 
he  is  the  Controller,  Nick  is  responsible  for  insuring  that  all  expenditures  made 
by  the  Foundation  are  proper  and  therefore  must  take  responsibility  for  any 
misappropriation  of  Foundation  funds.  Although  this  responsibility  lies  with  the 
Controller,  it  is  at  least  equally  shared  by  the  Director  of  the  Office  of  Cultural 
Affairs,  Helen  Rees, 

The  Director  of  the  Office  of  Cultural  Affairs 

Helen  Rees  v/as  appointed  by  Mayor  White  in  November,  1977  to  take  over  the  Office 
of  Cultural  Affairs,  previously  administered  by  Elizabeth  Cook.  Since  her  appointment, 
Rees  has  proven  herself  to  be  an  effective  fundraiser  for  ocA  but  at  the  same  time  has 
failed  to  manage  her  department  in  an  honest  and  responsible  manner. 

Many  of  the  problems  that  are  inherent  in  the  Foundation  are  the  direct  result 
of  the  attitude  and  actions  of  the  Director  of  OCA.  Since  OCA  is  contractually  tied 
to  the  Foundation  more  closely  than  any  other  city  department,  and  since  the  Director 
of. OCA  is  also  on  the  Board  of  the  Foundation,  many  of  the  Foundation's  policies  and 
practices  tend  to  directly  reflect   OCA  policy.  Part  of  the  reason  behind  this  lies 
in  the  relationship  between  Helen  Rees  and  David  Nick. 


On  November  13,  1978  the  Foundation  issued  a  check  to  the  Boston  Municipal  Court 
for  additional  parking  tickets  issued  to  Rees'  automobile.  In  that  instance,  the 
Foundation  paid  $45.00  for  six  tickets  and  $20.00  in  surcharges  due  to  the  fact  that 
the  tickets  were  paid  late.  All  six  of  those  tickets  were  issued  on  lower  Commonwealth 
Avenue  and  Newbury  Street,  in  the  vicinity  of  Rees'  home  at  308  Commonwealth  Avenue. 
When  questioned  about  the  nature  of  the  tickets,  Rees  stated  that  they  were  received 
by  Marl  in  Kaplan  who  was  using  her  car  to  supervise  Summerthing  events  in  the  area. 
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In  theory,  Nick  should  function  independent  of  Rees'  supervision  in  matters 

concerning  the  acceptance  or  rejection  of  all  Foundation  expenses.  In  fact,  for 

Foundation  affairs  unrelated  to  OCA,  Nick  does  act  independent  of  Rees,  but  in 

matters  related  to  OCA,  it  is  clear  that  Nick  follows  Rees'  requests  and  works 

under  her  supervision.  This  results  in  Rees'  direct  accountability  for  authorizing 

many  of  the  Foundation's  expenses  that  the  Finance  Commission  has  questioned.  Like 

Nick,  Rees  has  not  only  approved  reimbursements  and  payments  for  others  but  also  has 

submitted  many  personal,  non-business-related  expenses  for  reimbursement.  (See 

Appendix  III-VI) 

On  a  monthly  basis,  Rees  submits  "Expense  Reports"  which  outline  all  of  her 

monthly  expenses  that  she  considers  to  be  job-related,  and  for  which  she  seeks 

reimbursement  from  the  Foundation.  Typical  of  her  expense  reports  is  the  one  she 

submitted  for  the  month  ending  January  1,  1979.  The  report  included  the  following: 


Date  Name  of  Person  Entertained 

12-1  Stan  Ballinger  -  N.E.  Conservatory 

12-3  Sarah  Caldwell  -  Opera  Co. 

12-5  Thompson  Smiley  Opera  Co. 

12-8  Marl  in  Kaplan  -  OCA 

12-8  Alan  Friedberg  -  Sack  Theaters 

12-12  Tony  Blackett  -  BRA 

12-13  Paul  McDermott  -  Ad  Club  of  Boston 

1-8  Bill  Lewis  -  Herald  t'eporter 


Nature  and  Purpose 
of  Entertainment 


Amount 


Assistance  Summerthing  '78   $19.00 

Theater  District  18.00 
Development 

Theater  District  13.00 
Development 

Theater  District  17.00 
Strategy 

Brinks  Overview  16.00 

Theater  District  Study  14.00 

Use  of  Savoy  Theater  23.16 
for  Spring 

Lunch  at  Houndstooth  25.96 


Of  the  $146.12  spent  on  meals  during  that  period,  Rees  submitted  receipts  for 
only  two  meals,  totalling  $49.12.  The  balance  was  not  documented  but  was  reimbursed 
nevertheless.  In  addition  to  the  meals  were  the  following  expenses: 
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Newspapers  and  Periodicals  $  40.00 

Brentanos  (Books)  37.64 

Pavo  Real  (Books)  48.00 

Telephone  18.13 

Taxis  65.00 

Parking  15.00 

Star  Market  (groceries,  plates,  etc.)  15.30 

Cake  20.00 

Star  Market  68.22 

Rees  failed  to  submit  any  receipts  or  documentation  for  three  of  these  nine 
items;  parking,  taxis,  and  newspapers  and  periodicals.  Furthermore,  while  she  did 
explain   that  the  groceries  and  cake  were  purchased  for  "Dinner  for  I.C.A,  Staff", 
in  no  other  instance  did  she  indicate  the  business  nature  of  the  expenses.  When 
asked  by  the  Finance  Commissicn  about  the  $48,00  which  v/as  spent  at  Pavo  Real  and 
documented  by  her  monthly  Master  Charge  statement,  Rees  stated  that  as  indicated  on 
the  expense  report,  the  $48.00  was  used  to  purchase  "books".  The  Finance  Commission 
checked  with  the  proprietor  of  Pavo  Real  (located  at  Quincy  Market)  and  was  told 
that  the  store  deals  exclusively  in  Latin  American  artifacts  and  has  never  sold  books. 

The  Pavo  Real  explanation  was  not  the  only  instance  of  inaccurate  reporting 
for  the  purpose  of  reimbursement.  Other  questionable  expenses  include  the  following: 

1)  On  her  September  6,  1978  expense  report  which  totaled  $580.63,  Rees  listed 
$176.00  worth  of  expenses  related  to  a  trip  she  made  to  Provincetown,  Mass.  over 
Labor  Day  Weekend.  Rees  testified  before  the  Finance  Commission  that  while  in 
Provincetown,  she  met  with  three  artists  to  negotiate  shows  for  the  City  Hall  Gallery. 
For  those  three  meetings,  Rees  was  reimbursed  $95.00  for  Lodging  at  the  Provincetown 
Holiday  Inn,  $5.00  for  one  breakfast,  $6.00  for  a  lunch  and  $70.00  for  three  meals 
that  she  had  with  the  artists  with  whom  she  met.  One  of  the  meals,  with  artist 
Chiam  Gross,  was  listed  by  Rees  as  having  taken  place  at  Pier  Cargo.  Although 
Rees  represented  on  her  expense  report  that  Pier  Cargo  is  a  Restaurant,  the  Finance 
Commission  was  told  by  the  proprietor  of  the  establishment  that  it  is  a  "clothing, 
jewelry  and  head  shop."  When  questioned  on  this  matter,  Rees  stated  that  she  may 
have  made  a  mistake  and  would  check  into  it. 
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2)  On  her  Deceniberl2,  1978  expense  report,  Rees  listed  $196.06  worth  of 
expenses  related  to  a  trip  she  and  Marl  in  Kaplan  (OCA  Artistic  Director)  made 

to  Chicago  on  December  10-11.  Attached  to  the  expense  report  v/as  a  bill  from  the 
Chicago  Ritz  Carlton  Hotel  for  $196.06.  Included  in  the  bill  was  $10.81  for  long 
distance  phone  calls,  $28.37  for  Room  Service  and  $47.20  for  "Shop."  Rees  testified 
that  she  was  in  Chicago  to  discuss  the  Summerthing  Program  with  representatives 
from  Busch  Beer  but  she  could  not  recall  what  she  purchased  from  the  "Shop"  or  what 
type  of  shop  was  refered  to.  Two  weeks  later,  Rees  again  testified  before  the 
Finance  Commission  that  she  was  still  unable  to  remember  what  was  purchased  at  the 
"Shop."  Nonetheless,  Nick's  office  reimbursed  her  for  the  full  $196.06  hotel  bill. 

3)  On  April  27th,  Rees  submitted  a  check  request  for  $677.29  to  cover 'emergency 

repairs  made  April  2,  1979  in  Virginia  in  transit  to  Washington,  D.C.  week  of  April  1, 

1979."  Attached  to  the  voucher  was  a  bill  from  Cherner  Lincoln  Mercury  in  Vienna 

Virginia,  itemizing  the  extent  of  vjork  done  on  her  car: 

Straighten  left  Bumper  End  $  18.00 

Straighten  left  Fender  &  Align  48.00 

Replace  left  Wheel  Openiflg  Molding  2.40 

Straighten  left  Front  Door  42.00 

Straighten  left  Rear  Door  36.00 

Straighten  left  1/4  Dog  Leg  &  Left  1/4  Side   102.00 

Replace  left  Wheel  Opening  Molding  3.60 

Paint  Labor  all  over  318.00 

labor  560.00 

parts  12.78 

paint  material  100.00 

672.78 
tax  4.51 

total  $677.29 

Given  that  Boston  Foundation  carries  full  insurance  coverage  on  Rees'  car, 

including  collision  ($200  deductible)  and  in  light  of  the  nature  of  the  work  performed, 

which  certainly  appeared  to  have  been  accident-related,  the  Finance  Commission  questioned 

why  Rees  did  not  file  a  claim  with  the  insurance  company.  We  telephoned  the  body  shop 

manager  at  Cherner  Lincoln  Mercury  about  the  work  that  was  required.  He  told  us  that 

the  car  appeared  to  have  been  in  an  accident,  that  the  left  side  of  the  car  was 

severely  damaged  and  that  the  left  front  fender  was  rubbing  against  the  tire.  Rees 
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testified  that  the  car  had  not  been  in  an  accident  and  that  the  repairs  were  made 

necessary  from  day  to  day  wear  and  tear  on  the  car  by  other  Foundation  employees 

who  had  used  her  car  for  business  purposes.  Elaborating,  she  said: 

HR:  It  looks  like  a  mystery,  my  brother  has  a  dealership  in  Virginia  and 
he  gives  me  a  car  which  -  at  his  cost,  and  I  register  it  here  and  when 
I  returned  it,  it  had  to  be  fixed  up,  it  was  in  pretty  bad  shape  and 
when  I  came  back  you'll  see  the  notation  on  the  form,  for  some  reason, 
it  wasn't  insured  as  part  of  the  regular  vehicle.  I  thought  that 
probably  it  would  have  been,  I  thought  that  David  would  have  done 
that,  but  it  wasn't  and  I  asked  him  what  to  do  about  the  fact  that 
I  had  to  pay  $677  to  have  it  painted  and  he  apparently  checked  with 
the  President  of  the  Foundation  and  it  was  determined  that  it  should 
just  be  reimbursed  directly  to  me  and  noted  that  that's  what  it  was 
for. 

Q:   Okay,  this  is  with  reference  to  voucher  number  15819,  -  just  backtrackinc 
a  little  bit,  it  says  on  the  front  "reimbursement  for  emergency  repairs 
made  April  2nd,  1979  in  Virginia,"  is  that  an  accurate  statement? 

HR:  Well,  it's  really  not  accurate  because  it  was  for  the  body  work  to  the 
car,  it  was  for  a  painting  job  and  it  was  for  the  aerial  and  for  the 
radio  and  it  should  have  been  worded  somewhat  differently. 

Q:   For  the  aerial  and  the  radio? 

HR:  Yes,  we  put  a  radio  in,  when  we  do  Summerthing  we  have  a  fleet  of 
vehicles  and  they  have  a  radio  system  back  and  forth. 

Q:  Did  you  drive  the  car  to  Washington  or  to  Virginia? 

HR:  Yes  I  returned  it. 

Q:  Do  you  have  that  car  now  or  did  you  return  it  -  you  have  another  car? 

HR:  No,  I  returned  it  and  drive  another  car. 

Q:  Could  you  take  a  look  at  the  bill  that  was  submitted  with  your  voucher. 

HR:  Well  it  had  a  lot  of  body  work,  it  v/as  in  terrible  shape,  I  mean  that's 
what  I'm  saying  to  you  that  the  car  was  used  for  Summerthing  and  it  was 
very  beat  up  and  when  I  returned  it,  it  had  to  be  fixed.  Now,  we  made 
the  decision,  I  did  with  the  Executive  Committee  that  it  was  cheaper 
to  use  my  car  than  to  spend  three  or  four  thousand  dollars  having  one 
reliable  vehicle. 

Q:   Those  repairs  have  nothing  to  do  with  a  car  accident? 

HR:  No,  those  repairs  have  to  do  with  body  work  and  you  can  talk  with  people 
on  my  tech  crew  who  used  the  car  during  the  summer.  I  was  not  trying 
to  get  the  Foundation  to  pay  for  my  car. 
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Shortly  after  Rees  testified  before  the  Finance  Commission,  we  received  a 
letter  from  Julian  Soshnick,  Rees"  attorney,  who  explained  the  discrepency  between 
Rees'  testimony  and  the  discussion  between  our  investigator  and  the  body  shop  manager. 
He  wrote,  "Feeling  that  it  was  in  the  customer's  best  interests  to  make  it  appear 
to  be  one  accident  so  that  it  would  be  covered  by  insurance,  Mr.  Fallon  unfortunately 
related  that  it  appeared  to  have  been  one  accident." 

The  Finance  Commission  has  been  unable  to  get  to  the  truth  of  this  matter. 
Rees  wrote  on  her  check  request  that  these  were  "emergency  repairs."  The  bill 
shows  that  whatever  work  was  done  was  done  to  the  left  side  of  the  car,  having 
nothing  whatsoever  to  do  with  removal  of  a  two-way  radio  antenna.  The  body  shop 
manager  described  it  to  the  Finance  Commission  as  a  single  accident.  Soshnick  suggests 
that  the  manager  lied  to  protect  the  customer,  thinking  she  might  have  filed  an 
insurance  claim,  but  the  bill  supports  his  original  explanation.  If  there  was  an 
accident,  then  Rees  should  have  filed  an  insurance  claim.  If  not,  then  Rees  should 
not  have  misrepresented  on  her  check  request  the  purooses  for  which  the  repairs  were  made 

The  phone  bill  submitted  with  Rees'  January  1  expense  report  is  typical  of 
several  others  and  introduces  a  subject  that  merits  special  attention.  Rees  maintains 
a  haphazard  approach  to  reimbursement  for  her  allegedly  business-related  phone  calls. 
While  in  some  instances,  she  submits  the  portion  of  the  statement  which  identifies 
each  long  distance  call  by  location,  phone  number  and  amount,  at  other  times  she 
requests  reimbursement  without  any  breakdown  whatsoever.  In  fact,  there  seems  to 
be  no  general  rule  as  to  her  practice  in  this  area.  The  issue  is  further  complicated 
by  the  fact  that  when  Rees  does  turn  in  the  breakdown  portion  of  her  phone  bill  ,  she 
fails  to  identify  the  person  she  has  called  or  the  business  nature  of  the  call.  More 
often  than  not,  she  also  neglects  to  cross  off  her  personal  calls.  As  a  result  of 
this  confusion  and  poor  documentation,  Boston  Foundation  has  reimbursed  Rees  for 
numerous  personal  calls  from  her  home  telephone.  (See  Appendix  III) 
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In  addition  to  the  fact  that  Rees  is  reimbursed  for  personal  calls  made  from 
her  home  phone,  she  uses  her  office  phone  to  make  personal  calls.  In  a  review 
of  the  City's  OCA  phone  bills  (725-3011)  the  Finance  Commission  discovered  that 
over  a  six-month  period  beginning  in  January  of  1979,  Rees  made  a  total  of  95  calls 
to  three  family  members  (Mother,  Father  &  Brother)  in  the  Bethesda  Maryland,  VJash- 
ington,  D.C.  area.  Of  those  calls,  22  were  dailed  from  her  home  phone  and  then 
charged  to  the  office.  On  these  six  phone  bills  alone,  these  calls  to  family  members 
came  to  almost  $250.00 

Compounding  Rees'  failure  to  accurately  report  expenses  is  the  fact  that  many  of 
her  travel  and  entertainment  expenses  are  unnecessary  and  extravagant.  Admittedly, 
one  has  to  spend  money  in  order  to  raise  money  for  a  program  such  as  Sumjnerthing, 
but  Rees'  flagrant  disregard  for  the  financial  constraints  placed  on  the  City  is 
disturbing.  Although  Nick  testified  that  people  are  encouraged  to  keep  meal  expenses 
-low,  it  is  apparent  that  Rees  prefers  to  dine  expensively  at  the  most  prestigious 
restaurants  in  town.  Although  there  may  be  pressing  reasons  for  an  occasional  business 
related  event  at  an  expensive  restaurant,  there  is  no  excuse  for  Rees'  routine 
dining  at  the  Ritz,  Maiscn  Robert,  Houndstooth,  Another  Season  and  Davio's.  Further- 
more, her  choice  1n  out-of-town  lodging,  like  the  Chicago  Ritz  Carlton,  is  extravagant, 
unnecessary,  and  improper  for  a  City  department  head. 

In  addition  to  Rees'  poor  judgment  concerning  the  propriety  of  certain  business 
meals,  she  has  adopted  a  policy  of  having  the  Foundation  pay  for  employees',  including 
her  own,  entertainment  expenses.  With  the  pretext  that  such  expenditures  "demonstrate 
OCA'S  support"  for  various  cultural  institutions,  the  Foundation  has  routinely  pur- 
chased theatre  and  concert  tickets  for  employees.  (See  Appendix  IV)  In  one  instance, 
Rees  was  reimbursed  for  four  (4)  $15.00  tickets  for  Beatlemania  at  the  Shubert  Theatre. 
In  another  instance,  Rees  submitted,  and  was  reimbursed  for  3  movie  theatre  tickets 
purchased  during  a  January  19,  1979  trip  to  Washington,  D.C.  Accompanying  the 
request  for  reimbursement  was  no  explanation  of  the  business-related  purpose  of  the 
tickets. 
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Aside  from  purchasing  theatre  tickets  for  OCA  employees,  Rees  has  also 
authorized  the  purchase  of  numerous  tickets  for  the  Mayor,  his  family,  and  other 
City  employees.  Furthermore,  between  March  and  May  of  this  year,  Rees  authorized 
the  purchase  of  $134.50  worth  of  theatre  tickets  for  the  Mayor's  Administrative 
Secretary,  Robert  Freeley.  Rees'  lawyer,  Julian  Soshnick,  explained  to  the  Finance 
Commission  that  he  was  "advised  by  the  Mayor's  Office  that  the  tickets  were  used 
as  an  incentive  for  volunteers  to  participate  evenings  in  a  telephone  survey  of 
neighborhood  services."  Soshnick  also  stated  that  he  was  advised  that  the  Office 
of  Neighborhood  Services  and  Programs  is  in  the  process  of  reimbursing  the  Office 
of  Cultural  Affairs  for  the  tickets.  Although  Soshnick  stated  this  to  the  Finance 
Commission  in  a  letter  dated  July  18,  1979,  as  of  September  20,  1979  no  reimbursement 
had  been  made. 

Rees'  inability  to  honestly  manage  and  differentiate  personal  expenses  from 
business  expenses  has  set  a  poor  example  for  others  employed  by  OCA.  Of  specific 
concern  to  the  Finance  Commission  are  those  expenses  that  were  reimbursed  to  OCA's 
ex-Artistic  Director,  Marl  in  Kaplan.  (See  Appendix  IV  &  V)  Kaplan,  who  was  originally 
on  the  OCA-City  payroll  and  then  under  contract  as  a  consultant,  has  been  routinely 
reimbursed  for  expenses  for  which  he  has  no  receipts,  expenses  which  appear  to  have 
no. relationship  to  business  and  expenses  that  are  unnecessarily  extravagant.  Further- 
more, he  too  has  placed  long  distance  telephone  calls  to  his  family  from  Rees'  home 
phone  and  charged  them  to  the  City's  telephone.  (See  Appendix  III) 

After  questioning  Nick  and  Rees  about  the  Foundation's  expenditures  and  their 
respective  roles  in  administering  the  financial  affairs  bf   the  Foundation  and  OCA, 
the  Finance  Commission  met  with  Foundation  President,  Katherine  Kane  and  Treasurer, 
David  Conlon.  Although  both  of  these  individuals  had  recently  attended  a  Board 
meeting  at  which  Arthur  Andersen's  1978  Management  Letter  had  been  discussed,  it 
is  apparent  that  they  had  not  been  aware  of  the  extent  to  which  Rees  had  abused  the 
Foundation's  expense  reimbursement  procedures  and  Nick's  inability,  for  whatever 
reason,  to  monitor  and  control  those  abuses. 
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The  Finance  Commission  discussed  various  OCA  policies  and  expenditures  v/ith 

Kane  and  Conlon,  including  numerous  reimbursements  that  were  made  for  staff  meals, 

parties  and  entertainment.  The  following  is  an  excerpt  from  their  testimony 

concerning  those  issues: 

Q:   On  the  one  [voucher]  that's  attached,  there  are  theatre  tickets  where 
,  they  took  ten  OCA  employees  to  the  theatre.  It  was  dinner  and  then 
to  the  theatre. 

KK:  I  think  that's  a  policy  you  could  justify,  occasionally.  Did  it 
happen  very  often? 

Q:   What,  employees  going  to  the  theatre? 

KK:  As  part  of  staff  morale.  Making  them  feel  part  of  the  Theatre  District 
and  so  forth.  They  are  all  paid  peanuts  you  know  -  $10,000  -  $9,000. 
I  mean  occasionally  it's  sort  of  nice  to  do  something  like  that. 

Q:   It  all  depends  on  which  staff  you're  talking  about.  Dave  Nick  isn't 
paid  $10,000. 

KK:  No.  Who  else  are  you  talking  about? 

Q:  Helen  Rees  isn't  paid  $10,000.  Jo  Del  Gaeth  isn't  paid  $10,000  - 
Those  were  the  -  Marl  in  Kaplan,  Mike  Wasserman,  Mike  Moyer.  They 
weren't  the  - 

KK:  They  weren't. 

Q:   It  wasn't  the  secretaries  and  the  clerks.  And  the  other  side  were 
tickets  to  people  who  weren't  OCA  or  Boston  Foundation  [employees;]. 

KK:  Then  those  should  be  reimbursed. 

In  addition  to  being  unaware  about  entertainment  expenses  being  purchased  by 
the  Foundation  for  OCA  and  other  City  employees,  Kane  and  Conlon  were  uninformed 
about  the  extent  to  which  Rees  was  reimbursed  for  parking  tickets,  automobile  repairs, 
and  unidentified  purchases  such  as  the  Pavo  Real  and  Pier  Cargo  expenses. 

After  meeting  with  the  Finance  Commission,  Kane  has  instituted  immediate  temporary 
action  to  curtail  Rees'  abuses.  According  to  Mick,  all  of  the  Director's  Expense 
Reports  are  now  being  submitted  to  Kane  for  approval  prior  to  any  reimbursement 
being  made  by  the  Foundation.  Since  the  beginning  of  July,  only  one  expense  report 
has  been  submitted  and  according  to  Nick,  as  of  October  1,  reimbursement  for  those 
expenses  has  not  been  approved. 
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Qther  Boston  Foundation  Activities 

In  addition  to  its  responsibilities  associated  with  the  Office  of  Cultural 
Affairs,  Boston  Foundation  has  been  used  as  a  fiscal  intermediary  for  the  adminis- 
tration of  City  Hall  Tourist  Programs,  the  Parkman  House  and  Parkman  Center  for 
Urban  Affairs,  EEPA  On-the-Job  Training,  the  Office  of  Federal  Relations  and  various 
other  City  of  Boston  programs.  (See  Appendix  I)  Although  the  Finance  Commission 
concentrated  its  investigation  on  the  Foundation's  relationship  to  the  Office  of 
Cultural  Affairs,  we  did  review  vouchers  relating  to  the  Real  Property  Department's 
Tourguide  contract  since  the  supervision  of  that  contract  has  been  performed  by 
the  Office  of  Cultural  Affairs. 
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TOUR  GUIDES  CONTRACT 

Since  1969,  the  Real  Property  Department  has  contracted  with  Boston  Foundation 
for  the  provision  of  tour  guide  services  at  City  Hall.  This  contract,  which  has 
been  renewed  annually,  originally  cost  $31,000  in  1969.  Although  the  size  of  the 
contract  has  fluctuated  over  the  years,  in  1979  the  cost  was  $48,500,  representing 
an  increase  of  56%  over  the  amount  of  the  original  contract. 

Each  year's  contract  is  virtually  identical  in  language  and  the  scope  of 

services  to  be  provided.  In  the  1979  contract  award  letter,  which  summarizes  the 

scope  of  the  contract.  Assistant  Real  Property  Commissioner  Bernard  Callahan  stated 

that  Boston  Foundation  was  to: 

"...supply  a  guide  service,  information  service  and  program 
service  in  City  Hall.  Guide  service  will  consist  of  two  to 
four  guides,  Monday  through  Friday  and  when  City  Hall  is  open 
and  accessible  to  the  public.  Up  to  two  guides  will  be  avail- 
able and  on  duty  at  these  tim2S.  During  the  period  July  1, 
1978  to  June  30,  1979,  the  Foundation  will  also  hire  a 
Director  of  Guide  Service  to  direct  the  affairs  and  activities 
of  the  tour  guides  in  City  Hall.  The  Foundation  will  also 
employ  an  Events  Curator  to  monitor  arts  exhibitions  through- 
out the  major  galleries  and  arts  spaces  in  City  Hall.  Tour 
guides  wages  will  average  $120  per  week  for  each  guide 
employed  Monday  through  Friday  and  an  average  of  $3.25  per 
hour  at  other  times.  The  total  cost  to  the  City  will  not 
exceed  $35,000." 

According  to  Callahan's  letter,  the  remainder  of  the  funds  ($13,500)  were  to 
be  used  for  special  events  and  exhibits  to  take  place  in  City  Hall  and  on  the  Plaza, 
including  concerts,  Christmas  celebrations,  etc.  Although  the  award  letter  identified 
an  exact  amount  to  be  spent  for  each  exhibit  or  event,  the  contract  document  itself 
merely  states  that  the  City  will  pay  the  Foundation  for  services  rendered  including, 
"special  exhibits,  events  and  other  related  services  in  City  Hall  and  on  the  Plaza..." 

The  Finance  Commission  has  reviewed  all  expenditures  made  under  the  Tour  Guide 
contract  during  the  past  three  years  and  has  discovered  that  City  officials  have 
broadly  interpreted  the  scope  of  the  contract. 

Each  year,  the  Foundation  divides  the  funds  received  under  this  contract  into 
three  seperate  internal  accounts.  In  1977  and  1978  the  three  accounts  were  entitled: 
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Tour  Guides  General ,  Tour  Guides  Gallery,  and  Tour  Guides -Nancy.  The  Tour  Guides- 
Nancy  account  (named  after  Mayoral  aid  Nancy  Huntington)  was  renamed  in  1979, 
Tour  Guides-City  Hall  Services. 

The  Tour  Guides-Nancy  or  City  Hall  Services  account  represents  the  portion 
of  this  contract  which  has  been  misused.  Instead  of  providing  services  related 
exclusively  to  tourists,  visitors  and  events  at  City  Hall,  the  Tour  Guides  contract 
has  been  used  by  the  Mayor's  Office  to  pay  for  meals,  linens,  kitchen  supplies, 
travel  expenses  and  promotion  for  such  issues  as  the  Mayor's  unsuccessful  attempt 
to  change  the  City  Charter.  (See  Appendix  ivO 

The  Finance  Commission  discussed  the  use  of  the  Tour  Guides  contract  with 

Foundation  President  Katherine  Kane, 

Q    ...This  [voucher]  is  for  a  Charter  Reform  Dinner, 
Could  you  just  look  at  that? 

A   What  is  your  question?  It's  a  catering  outfit, 

Caras  and  Rowe.  It's  a  dinner  at  City  Hall.  What 
is  your  question? 

Q   The  propriety  of  that  kind  of  expense  out  of  the 
Foundation's  money. 

A   Oh,  this  is  through  the  account  that  is  for  events 
and  activities  in  City  Hall. 

Q    Is  that  to  say  you  think  it's  a  legitimate  expense? 

A   This  is  a  dinner  where  the  Mayor  was  meeting  with 
important  community  leaders  to  discuss  a  community 
issue  and  this  is  what  that  expense  is  allowed  for, 
yes.  Isn't  that  clear? 

Q   Oh,  it's  \/ery   clear  what  it's  for,  yes. 

A    It  should' ve  been  marked  according  to  what  it  was. 
That  obviously  has  nothing  to  do  with  the  Office 
of  Cultural  Affairs,  if  that's  what  you're  asking? 

Q    No  that's  not  what  I'm  asking.  I  think  what  I'm 
asking  is,  should  that  type  of  an  expense  be  funded 
through  the  Foundation  or  any  of  the  contracts  that 
come  through  the  Foundation?  When  the  Foundation 
was  originally  set  up  -  and  especially  in  through 
the  initial  years  -  one  of  the  criticisms  or 
potential  criticisms,  and  you've  heard  them  all 
before,  is  there  weren't  going  to  be  adequate 
safeguards  on  how  the  money  was  expended  and  I  think 
this  is  the  type  of  item  which  is  at  least  question- 
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able.  People  are  going  to  question  that  type  of  expense. 

A   Well  that  particular  contract  covers  refreshments,  food, 
dinner,  lunches,  receptions,  openings,  and  activities 
that  happen  in  City  Hall.  That's  what  the  contract  says. 

Q   Okay. 

A   And  it  seems  to  me  it's  a  reasonable  way  to  do  this. 
It's  absolutely  in  line  with  the  contract. 

Q  And  Nancy  Huntington  - 

A  She  was  administrator  of  the  contract. 

Q  Okay. 

A  You'll  see  massive  things  for  food.  I  mean  - 

Q  Oh,  I  know  that. 

The  Finance  Commission  does  not  agree  with  Kane's  view  that  expenditures  for 
"events"  such  as  the  Charter  Reform  Dinner  are  "absolutely  in  line  with  the  contract". 
Furthermore,  reimbursements  for  travel  expenses  incurred  by  individuals  interviewing 
for  jobs  with  the  Mayor's  Office  are  absolutely  not  in  line  with  the  contract. 

It  is  apparent  that  City  officials  have,  by  intent,  drafted  this  contract  so 
as  to  be  vague.  While  an  intelligent  individual  reading  the  contract  would  believe 
that  "events"  mean  gallery  openings,  concerts,  and  festival  celebrations,  the  Mayor's 
Office  has  distorted  the  contract  and  used  it  as  a  mechanism  to  purchase  items 
which,  if  allowable,  should  be  paid  for  out  of  the  Mayor's  Office  budget,  not  a 
Real  Property  Department  contract  with  Boston  Foundation. 
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Boston  Foundation's  Reaction  To  The  Finance  Commission's  Investigation 

Since  learning  of  the  Finance  Commission's  investigation  and  the  severity 
of  the  problems  uncovered  from  our  review  of  Foundation  expenditures,  the  Board 
of  Directors  has  met  and  has  begun  to  address  some  of  the  issues  that  were  brought 
to  its  attention  in  Arthur  Andersen's  most  recent  management  letter.  In  some 
cases,  such  as  the  problems  encountered  in  reimbursing  employees  for  travel  expenses, 
the  Board  has  adopted  new  policies  which  supposedly  will  be  strictly  enforced. 
In  other  areas  where  policies  were  in  place  but  enforcement  was  non-existent,  the 
Board  has  given  David  Nick  additional  authority  to  withhold  payments  until,  for 
instance,  all  receipts  for  expenses  are  submitted  with  the  voucher. 

In  light  of  the  management  letter  and  the  Finance  Commission's  investigation, 

the  Board  has  now  adopted  the  following  new  policies: 

1 )  Travel 

Everyone  who  travels  on  Boston  Foundation  business  will  be  required  to  submit 
an  itinerary  explaining  the  necessity  of  the  travel  and  business  purpose,  individuals 
and  groups  visited,  an  outline  as  to  what  the  cost  of  the  travel  will  be  in  terms 
of  traveling  cost,  per  diem  cost,  hotel  cost  and  other  costs.  The  itinerary  must 
be  approved  before  any  traveling  occurs.  Upon  returning  to  Boston,  the  expense 
report  must  be  completely  filled  out  and  signed,  and  submitted  for  approval  and 
reimbursement.  Below  is  a  summary  of  what  will  be  required. 

-  Foreign  Travel 

a)  Approval  -  authorization  for  travel  outside  the  United  States  must  be 
expressly  approved  by  the  President  of  the  Boston  Foundation.  An  itinerary 
must  be  submitted  clearly  demonstrating  the  business  purpose.  The  expense 
report  must  be  submitted  to  the  President  of  the  Foundation  for  approval 
prior  to  reimbursement. 

b)  Per  Diem  Advances  -  Advances  for  per  diem(s)  will  be  made  for  foreign 
travel  only  where  absolutely  necessary. 

Per  Diem  Reimbursement  -  For  each  day  that  foreign  travel  occurs  a  per  diem 
allotment  for  meals,  local  transportation  and  incidentals  will  be  given  of 
$60  per  day.  No  receipts  will  be  required  for  these  meals  except  when  you 
expend  money  in  having  a  meal  with  a  business  associate,  then  the  cost  of 
their  meal  will  be  reimbursed  only  if  accompanied  by  a  receipt  from  the 
restaurant  where  the  meal  occurred.  You  must  also  supply  the  name  of  the 
person  being  entertained,  their  business  relationship,  date  and  time  of 
the  meal;  business  purpose,  and  cost  of  the  portion  of  the  meal  incurred 
by  the  person  being  entertained. 
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c)  Airline  -  Airline  reservations  must  be  booked  by  the  Foundation  throuqh 
a  licensed  travel  agency  who  will  invoice  and  be  paid  directly  by  the 
Foundation.  The  invoice  by  the  agency  to  the  Foundation  must  clearly 
indicate  the  dates  of  travel,  name  of  person(s)  travelling  and  the  cost 
of  economy  class  reservation. 

d)  Hotel  -  Reimbursementswi 1 1  only  be  made  basically  for  room  and  room  tax. 
A  receipt  is  required  for  all  expenses  incurred.  Telephone  charges  will 
be  reimbursed  only  where  the  business  purpose  of  the  telephone  expenses 
are  clearly  demonstrated.  No  reimbursements  will  be  m.ade  for  room  service, 
and  other  expenses  will  be  reimbursed  only  where  the  business  purpose  is 
clearly  demonstrated.  All  charges  must  be  converted  into  American  Dollars. 

e)  Inter-city  Transportation  -  will  only  be  reimbursed  when  you  obtain  a  receipt 
for  trainfare  or  other  inter-city  transportation.  The  person(s)  visited, 
name  of  organization,  address  of  the  organization,  business  relationships 

and  business  purpose  must  be  noted. 

f)  All  reimbursements  will  be  for  the  person  travelling  on  Foundation  business. 
No  reimbursements  will  be  made  for  spouses. 

-  Overnight  Travel 

An  itinerary  must  be  submitted  to  and  approved  in  writing  by  the  Controller 
of  the  Foundation  prior  to  the  occurrence  of  any  travel.  The  itinerary 
must  include  dates,  destinations,  organizations,  and  a  detailed  explanation 
demonstrating  the  business  purpose  for  the  travel .  The  expense  report 
submitted  for  reimbursement  mast  also  be  approved  by  the  Controller. 
NOTE:  where  an  itinerary  is  not  submitted,  no  reimbursement  will  be  made. 

a)  Travel  Advances  -  No  travel  advances  will  be  made  unless  absolutely  necessary. 
Advances  for  per  diems  will  not  be  made.  Other  travel  expenses  may  be 
prepaid  only  when  a  proper  invoice  is  submitted  for  that  expense  and  the 
business  purpose  of  the  expenditure  is  very  clear. 

b)  Per  diems  -  Overnight  travel  per  diems  for  each  full  day  that  travel  occurs, 
a  per  diem  allowance  of  $40  per  day  will  be  given  to  cover  the-costs  of  all 
meals  of  the  person  travelling  on  Boston  Foundation  business,  local  transpor- 
tation and  other  incidentals.  No  receipts  will  be  required  for  these  except 
when  you  expend  money  in  having  a  meal  with  a  business  associate,  then  the 
cost  of  their  meal  will  be  reimbursed  only  if  accompanied  by  a  receipt  from 
the  restaurant  where  the  meal  occurred.  You  must  also  supply  the  name  of  the 
person  being  entertained,  their  business  relationship,  date  and  time  of  the 
meal;  business  purpose,  and  cost  of  the  portion  of  the  meal  incurred  by  the 
person  being  entertained. 

c)  Airline  -  Airline  reservations  must  be  booked  by  the  Foundation  throuqh  a 
licensed  travel  agency  who  will  invoice  and  be  paid  directly  by  the  Foundation, 
The  invoice  by  the  agency  to  the  Foundation  must  clearly  indicate  the  dates 
of  travel,  name(s)  of  person(s)  travelling,  and  the  cost  of  the  economy  class 
reservation. 

d)  Where  an  itinerary  has  been  submitted  and  approved  for  travel  between  two  or 
more  cities  prior  to  the  return  tb   Boston,  and  the  traveller  uses  transporta- 
tion other  than  an  airplane,  a  receipt  will  be  reimbursed  provided  a  receipt 
showing  date,  identity  of  common  carrier,  point  of  origin  and  destination, 
and  cost  of  ticket  is  provided. 
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e)  Hotel  -  will  only  be  reimbursed  basically  for  room  and  tax.  A  receipt  is 
required  for  all  expenses  incurred.  Telephone  charges  on  hotel  bills 
will  only  be  reimbursed  where  the  business  purpose  is  clearly  stated. 

No  reimbursements  will  be  made  for  other  expenses  unless  the  business 
purpose(s)  is  clearly  demonstrated. 

f)  For  day  of  departure,  day  of  return  and  instances  where  day  trips  occur, 
a  per  diem  rate  as  discusse?  in  #3~above  will  be  $2"0. 

Reimbursements  will  only  be  made  for  persons  travellinc]  on  Foundation  business. 
No  reimbursements  will  be  made  for  spouses. 

?.)     Reimbursement  for  Use  of  Foundation  Vehicles: 

a)  Foundation  owned  vehicles  are  not  allowed  to  be  used  outside  of  the  City 
of  Boston.  Due  to  the  fact  that  there  is  currently  no  overnight  parking 
space  available,  operators  will  be  allowed  to  park  cars  at  home  and  for  this 
purpose  will  be  allowed  a  weekly  personal  mileage  use  of  up  to  40  miles. 
Each  Foundation  vehicle  will  be  assigned  to  an  operator  and  that  operator 
will  be  responsible  for  submitting  a  log  of  total  miles  driven,  broken  down 
by  business  use  and  personal  use  on  a  weekly  basis. 

b)  In  the  instance  where  personal  use  exceeds  40  miles  per  week,  the  Foundation 
will  be  reimbursed  at  a  rate  of  17^  per  mile. 

c)  The  Foundation  will  pay  for  gas,  all  in-town-business  parking  and  maintenance 
of  all  Foundation  vehicles.  Parking  tickets  and  moving  violation  fines  will 
be  the  responsibility  of  the  operators. 

d)  Compliance  on  the  above  will  be  monitored  by  the  Controller. 
3)  Reimbursement  of  Personal  Expenses 

-  Personal  Auto  Expense 

a)  In  lieu  of  miscellaneous  automobile  cost,  a  per  diem  allowance  of  17(t  per  mile 
will  be  paia  when  automobiles  are  used  for  approved  business  of  the  Foundation 
Preprinted  forms  will  be  available  and  must  be  properly  filled  out  and  approved 
by  the  controller  upon  submission  for  reimbursement. 

The  form  will  include: 

a.  Date 

b.  Point  of  origin 

c.  Destination 

d.  Number  of  miles  driven 

e.  Business  purpose 

b)  No  reimbursement  will  be  allowed  for  driving  from  home  to  office  or  from  last 
business  engagement  to  home. 

c)  No  reimbursements  will  be  made  for: 

a.  Gas  &  oil 

b.  Repairs 

c.  Auto  insurance 

d.  Registration 

e.  Excise  tax 

f.  Other  maintenance 

g.  Fines  for  illegal  parking  or  driving  violations 
h.  Parking 
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-  Other  Reimbursements 

Allowable  expenses: 

Reimbursements  to  individuals  are  being  discouraged,  however,  from  time  to 
time  will  be  allowed  only  when: 

A  receipt  indicating: 

a.  date 

b.  vendor  and  location 

c.  amounted  expended 

d.  good  description  of  what  was  purchased 

e.  indication  that  the  goods  or  merchandise  has  been 
paid  for 

f.  business  purpose  of  expenditure 

The  receipt  described  above  must  be  an  original,  no  duplicate  receipts  will  be 
accepted.  The  expenditure  must  be  approved  by  the  President  of  the  Foundation 
or  the  supervisor  of  the  person  being  reimbursed,  if  appropriate. 
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Conclusions  and  Recommendations 


Over  the  past  three  years,  Boston  Foundation,  Inc.  and  the  Mayor's  Office  of 
Cultural  Affairs  have  ignored  generally  accepted  accounting  procedures  that  work 
to  protect  the  public  interest.  This  has  resulted  in  thousands  of  tax  dollars 
being  misspent.  The  public  trust  has  been  violated.  Summerthing  has  been 
jeopardized  because  of  the  wrongdoing  associated  with  its  operation. 

The  problems  cited  in  this  report  are  serious  and  the  actions  of  those 
responsible  for  the  improprieties  cannot  be  ignored.  The  Board  of  Directors  is 
ultimately  responsible  for  insuring  that  the  Foundation  manages  its  affairs  in  an 
honest  and  reputable  manner.  Although  the  Board  was  not  aware  of  many  of  the 
improper  expenditures  uncovered  by  the  Finance  Commission,  it  was  aware  of,  and 
failed  to  address,  the  many  serious  managerial  problems  that  were  repeatedly  brought 
to  its  attention  by  the  Foundation's  own  auditors,  Arthur  Andersen  and  Co.  The 
Board's  failure  to  perform  responsibly  is  evidenced  by  the  fact  that  it  didn't  meet 
even  once  between  April  of  1978  and  June  of  1979.  Although  the  Board  has  acted  recently 
as  a  result  of  our  investigation,  it  is  clear  that  in  order  to  prevent  future  abuses, 
the  Directors  must  take  a  more  active  role  in  monitoring  the  administration  and 
management  of  the  Foundation. 

Helen  Rees'  performance  as  Director  of  OCA  and  as  a  member  of  the  Foundation's 
Board  of  Directors  has  been  carefully  evaluated  by  the  Finance  Commission.  Although 
she  has  a  proven  ability  as  a  fundraiser  and  liason  with  the  city's  cultural  community, 
there  is  no  excuse  for  her  failure  to  administer  the  Office  of  Cultural  Affairs  in  an 
honest  and  upright  manner.  It  is  apparent  that  part  of  Rees'  inability  to  fulfill 
her  responsibilities  is  due  to  a  lack  of  managerial  expertise  and  the  fact  that  her 
proficiency  is  as  a  fundraiser  and  not  as  an  administrator.  Although  this  may  be  the 
case,  her  extravagant  expenditures  cannot  be  tolerated.  Moreover,  her  use  of  public 
funds  for  personal  gain,  for  which  there  is  no  plausible  excuse,  represents  nothing 
less  than  stealing. 

Although  the  entire  Board  of  Directors  must  assume  responsibility  for  the  perfor- 
mance of  the  Foundation,  it  is  apparent  that  they  placed  a  great  deal  of  confidence 
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and  trust  in  Rees.  As  a  colleague  and  one  who  was  actively  involved  on  a  day  to  day 
basis,  it  is  understandable  why  the  Board  entrusted  her  to  supervise  the  Foundation's 
OCA-related  affairs.  Rees  violated  that  trust. 

In  addition  to  the  problems  caused  by  Rees,  are  those  caused  by  the  Foundation's 
Controller,  David  Nick.  One  of  the  most  important  positions  in  any  corporation  is  that 
of  controller.  Nick,  as  we  have  described,  failed  to  carry  out  the  functions  of  his 
office.  He  did  not  maintain  accounts  properly,  allowed  reimbursements  to  be  made  without 
adequate  supporting  receipts,  and  authorized  reimbursements  to  be  made  for  other  than 
business-related  purposes.  The  reasons  behind  his  failure  are  twofold.  On  the  one  hand 
he  simply  ignored  generally  accepted  accounting  principles.  On  the  other  hand,  he  did 
not  receive  sufficient  direction  and  support  from  the  Board  to  deal  with  such  problems 
as  Helen  Rees'  personal  expenses.  While  Nick  should  not  be  expected  to  formulate  OCA 
policy  for  Rees,  he  should  have  performed  his  duties  independent  of  Rees'  supervision  and 
should  not  have  let  the  situation  with  her  expenses  get  out  of  control.  The  Finance 
Commission  cannot  understand  why  he  did  not  bring  these  problems  to  the  attention  of  the 
Board  if  in  fact  he  was  as  disgruntled  as  he  claims  to  have  been. 

Now  that  the  Board  is  aware  of  the  problems  that  Nick  has  both  caused  and  encountere 
he  has  been  given  a  set  of  new  policies  to  follow  and  the  authority  to  enforce  those 
policies.  Furthermore,  if  all  goes  as  stated,  he  will  receive  sufficient  direction  and 
support  from  the  Board.  With  formal  policies  instituted,  many  of  the  decisions  that 
were  once  left  up  to  Nick's  own  judgement  will  now  be  made  for  him.  Furthermore,  since  a[ 
pearing  before  the  Finance  Commission,  Nick  has  repaid  the  Foundation  for  over  $900 
worth  of  automobile- related  expenses  for  which  he  had  been  reimbursed  over  the  past 
eighteen  months.  Although  Nick  obviously  made  his  decision  as  a  result  of  the  Finance 
Commission's  inquiry  into  the  propriety  of  those  reimbursements,  it  is  somewhat  reassurinc  . 
to  know  that  he  made  his  decision  to  repay  the  Foundation  prior  to  being  asked  to  do  so. 

In  addition  to  the  new  policies  and  procedures  that  have  been  implemented,  Foundati( 
Treasurer^  David  Conlon  told  the  Finance  Commission  that  the  Board  intends  to  contract 
with  Arthur  Andersen  and  Co.  to  develop  a  formal  purchasing  system  and  procedural  control 
manual  for  the  Foundation.  Adherance  to  such  a  manual,  which  will  outline  procedures  to 
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standardize  purchases  and  payments,  should  alleviate  many  of  the  problems  uncovered  by 
the  Finance  Commission.  Other  problems  are  not  solved  as  yet  and  we  recommend  that 
the  following  action  be  taken: 

1)  It  is  imperative  that  the  Mayor  immediately  remove  Helen  Rees  from  her 
position  as  Director  of  OCA.  Any  failure  to  do  so  will  be  perceived  as  condoning 
her  actions  and  will  discredit  Summerthing  and  all  programs  administered  by  OCA. 

2)  All  funds  that  were  improperly  reimbursed  to  employees  in  the  past,  should 
be  immediately  repaid  to  the  Foundation.  This  includes  many  of  the  payments  that 
are  outlined  in  the  appendices  to  this  report. 

3)  A  clear  definition  of  the  duties  and  lines  of  authority  creating  the 
necessary  independence  to  perform  in  a  responsible  manner  must  be  established  for 
Controller  David  Nick.  Although  Nick  has  not  distinguished  himself  as  an  exceptional 
controller,  there  are  extenuating  circumstances  for  his  failures.  However,  a 
thorough  performance  evaluation  should  be  made  of  Nick  in  ninety  days  and  continued 
failures  should  be  reason  enough  for  his  dismissal. 

4)  The  City  should  utilize  Boston  Foundation,  Inc.  on  a  more  limited  basis. 

The  initial  reason  for  using  the  Foundation  was  to  allow  Sunmerthing  to  pay  performers 
in  a  timely  manner  and  accept  contributions  for  the  program.  We  recommend  that  those 
be  the  only  reasons  for  using  the  Foundation.  While  the  Foundation  should  continue 
to  accept  contributions,  purchase  selected  emergency  supplies  and  pay  performers, 
most  other  expenditures  should  be  made  by  OCA  through  the  City's  normal  channels. 
This  should  eliminate  unnecessary  travel,  meals,  entertainment  and  other  questionable 
expenses. 

5)  The  City  should  immediately  cease  contracting  with  Boston  Foundation  for 
City  Hall  Tourguides  and  the  management  of  the  Parkman  House.  Both  of  these  services 
could  and  should  be  administered  directly  by  the  City.  In  the  case  of  the  Parkman 
House,  this  would  allow  more  public  scrutiny  over  the  house's  operation,  thus  satisfying 
many  of  the  concerns  that  have  been  voiced  in  the  past. 
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6)  When  contracting  with  the  Foundation,  it  is  the  responsibility  of  the 
contracting  City  department,  Law  Department  and  City  Auditor  to  insure  that 
contract  terms  are  clearly  defined  and  adhered  to.  Furthermore,  all  supporting 
documentation  outlining  the  Foundation's  expenditures  should  accompany  all  requests 
for  payment  vouchers  before  they  are  approved  for  payment  by  the  Auditor. 

7)  Boston  Foundation  Inc.  should  voluntarily  file  its  annual  audits  and 
management  letters  with  the  City  Clerk  so  they  they  may  be  open  to  inspection 
by  the  public. 
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Appendix  II 

The  accounting  system  used  by  the  Boston  Foundation,  Inc.  is  a  fund 
accounting  system,  which  means  each  program  administered  by  the  Foundation 
(Summerthing,  Parkman  House,  Tour  Guide  Services,  etc)  is  segregated  into  its 
own  set  of  accounts.  This  enables  Boston  Foundation  to  establish  cost  control 
centers  for  each  program  which  provide  both  budgetary  and  financial  controls. 
It  further  enables  the  Foundation  to  split  the  revenues  received  into  the 
specific  fund  that  was  designated  to  receive  that  revenue.  In  certain  funds, 
such  as  Guide  Services,  100%  city  funding  can  be  traced.  In  others,  however, 
only  a  portion  is  funded  by  the  City  while  the  rest  of  the  financing  comes  from 
other  sources.  Since  City  contracts  are  the  principle  source  of  Boston  Founda- 
tion financing,  (63  %   in  1978  and  68.8%  in  1977),  the  contracts  and  the  payments 
made  by  the  city  under  them  are  important. 

Eleven  City  departments  have  had  contracts  with  the  Boston  Foundation  over 
the  last  three  years.  All  of  the  contracts  were  reviewed  by  the  Finance  Commission 
together  with  many  of  the  contract  payments.  Every  payment  we  reviewed  was  paid 
through  the  city's  Special  Draft  Payment  System.  We  note  that  in  the  "Management 
Report  on  Internal  Accounting  Controls  and  Other  Matters,"  prepared  by  the 
City's  Certified  Public  Accountants,  Coopers  and  Lybrand,  and  dated  August  3, 
19-79,  special  comment  is  made  concerning  Special  Draft  Payments: 

The  Increased  Use  of  Special  Drafts  May  Not  Be  Justified 

Observation 

Payments  made  by  special  draft  are  increasing  due  to  the  quicker 
turn  around  time  experienced  in  processing  these  payments.  The 
original  purpose  for  which  special  drafts  were  to  be  used  was  to 
process  large  dollar  disbursements  to  facilitate  the  payment  and 
the  monitoring  of  these  items.  There  appears  to  be  a  tendency 
toward  the  use  of  this  method  of  payment  for  items  of  lower  dollar 
amount  to  avoid  the  slower  process  involved  in  issuing  a  computer 
check. 
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Implication 

The  use  of  special  drafts  for  other  than  their  original  desinnated 
purpose  can  lead  to  abuses  in  that  certain  vendors  could  be  given 
preferential  treatment  in  receiving  payments  from  the  City. 

Recommendation 

The  use  of  special  drafts  as  a  mode  of  payment  should  be  dictated 
by  the  significance  of  the  transaction  and  the  necessity  for 
expeditious  payment.  A  reconstruction  of  these  criteria  would 
appear  to  be  in  order  to  return  the  use  of  the  special  draft  to 
its  original  purpose. 

It  appears  that  the  city  is  abusing  this  payment  system  vn'th  regard  to  Boston 
Foundation.  One  of  the  reasons  Boston  Foundation  was  incorporated  was  to  make 
more  expenditious  payments  to  individuals  (entertainers,  artists,  etc.)  as 
necessary,  yet  the  city,  in  this  case  is  making  expeditious  payments  and  giving 
preferential  treatment  to  Boston  Foundation  for  no  good  reason. 

Boston  Foundation's  contracts  with  the  City  are  of  the  cost  reimbursement 
type.  Under  this  type  of  contract,  the  contractor  incurs  costs  in  performing 
whatever  services  are  required.  The  contractor  then  bills  the  contracting  entity 
for  reimbursement.  In  our  review  we  noted  certain  instances  where  payments 
are  sufficiently  supported  and  documented,  but  we  noted  a  much  larger  number 
of  payments  which  have  no  more  documentation  than  a  Boston  Foundation  request 
for  payment.  For  example,  the  Real  Property  Department  had  six  contracts  with 
Boston  Foundation,  two  each  in  years  1977,  1978  and  1979.  Of  these  six,  three 
were  for  the  Provision  of  Guide  Services  at  City  Hall  totaling  $125,500  and  the 
other  three  for  the  care  of  the  Parkman  House  totalling  $109,412.  These  contracts 
call  for  itemized  billings  but  in  no  instance  was  itemization  provided.  Additionally, 
we  have  learned  that  when  a  Service  Contract  Payment  Voucher  has  been  signed  by 
a  high  ranking  city  official  such  as  Mayor  White,  (signing  for  Cultural  Affairs, 
Public  Celebrations,  E.E.P.A.  and  Corrmunity  Development),  or  Deputy  Mayor  Sullivan 
(signing  for  Administrative  Services)  or  initialed  by  City  Auditor,  Walter  Merrill, 
it  has  been  processed  without  proper  preaudit. 
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From  our  reviev;  of  the  contracts  and  payments  we  conclude  that  in  many 
cases  the  city  does  nothing  more  than  turn  funds  over  to  Boston  Foundation, 
no  questions  asked.  It  also  appears  that  the  city's  internal  controls  are 
overlooked  under  the  assumption  that  the  Foundation  will  see  to  it  that  the 
monies  are  properly  spent. 


^T^ 


Appendix  III 


Office  of  Cultural  Affairs-Boston  Foundation  Telephone~Related  Expenses 

Over  the  past  two  years,  Boston  Foundation  has  reimbursed  Helen  Rees  for  over 
100  long  distance -telephone  calls  that  she  has  placed  from  her  home  telephone. 
Although  Rees  v/as  always  reimbursed  for  the  total  amount  that  she  requested,  many 
times  she  neglected  to  include  with  her  expense  report  the  breakdown  from  her 
telephone  bill  listing  the  long  distance  calls  that  she  had  made.  In  those  instances, 
she  was  reimbursed  for  the  total  long  distance  charge  on  her  monthly  telephone 
bill.  In  other  instances,  Rees  did  include  the  long  distance  breakdown  with 
the  expense  report  but  failed  to  cross  off  all  of  her  personal  long  distance 
calls  that  were  non-business  related.  Although  it  is  impossible  to  determine 
exactly  how  many  personal  calls  Rees  has  been  reimbursed  for,  the  Finance 
Commission  has  discovered  that  she  has  been  paid  for  numerous  calls  placed  to 
family  membersin  the  Washington  D.C.-Bethesda,  Maryland  area.  The  following, 
listed  by  voucher,  represents  a  sample  of  those  personal  calls  for  which  she 
was  reimbursed.  When  seeking  reimbursement  for  these  bills,  Rees  never  identified 
these  calls  as  having  been  made  to  her  family  members  or  Marl  in  Kaplin's  family 
members . 


Voucher  No. 

No.  of  Calls 

Number  Called 

Number  Listed  To 

12727 

6 

(202)  686-1072 

E.  Cherner 

11 

1 

(301)  469-8699 

H.  Cherner 

14488 
II 

5 
1 

(202)  686-1072 
(301)  469-8699 

E.  Cherner 
H.  Cherner  ^ 

14685 

4 

(301)  530-8182 

Nursing  Home 
Rees'  Son^ 

" 

1 

Collect-Webster, 

MA 

II 

1 

(301)  469-8699 

H.  Cherner 

14870 

1 

(301)  530-8180 

Nursing  Home 

II 

1 

(617)  943-7726 

Rees'  Son 

II 

1 

(517)  943-3033 

Rees'  Son 

II 

1 

Collect-Webster, 

MA 

Rees'  Son 

15050 

2 
1 

(202)  686-1072 
(301)  530-8182 

E.  Cherner 
Nursing  Home 

11 

1 

(301)  469-8699 
(914)  454-1669 

H.  Cherner 

II 

1 

Judith  Kaplan 

15838 

1 

(914)  454-1669 

Judith  Kaplan 

'Rees  testified  before  the  Finance  Commission  that  (301)  530-8180,  82  was  the 
nursing  home  where  her  father  resided. 

2 

Rees  testified  before  the  Finance  Commission  that  all  calls  to  Webster,  Mass. 
were  to  her  son  and  should  not  have  been  reimbursed. 
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In  addition  to  reimbursements  that  were  made  for  the  above  calls  that  were 
obviously  non-business  related,  Rees  was  reimbursed  in  four  instances  for 
all  of  the  long  distance  calls  made  from  her  home  phone. 

Voucher  #12335  -  All  Calls  -  $16.13 

Voucher  #13609  -  All  Calls  -  $40.75 

.  Voucher  #14283  -  All  Calls  -  $65.63 

Voucher  #15509  -  All  Calls  -  $  8.32 

Since  Rees'  neglected  to  include  the  long  distance  breakdown  for  the  above 
reimbursements,  it  is  impossible  to  determine  if  the  calls  were  business 
related  or  personal . 

In  addition  to  requesting  reimbursement  for  personal  telephone  calls, 
Rees  and  Kaplan  have  deliberately  abused  the  City's  telephone  system  by  charging 
personal  long  distance  calls  to  the  City.  In  some  instances  the  calls  were  placed 
from  the  office.  In  other  cases,  Rees  or  Kaplan  placed  the  call  from  her  hone 
telephone  (266-9539)  and  had  the  charges  billed  to  the  Office  of  Cultural  Affairs 
725-3000  number.  The  following  calls  to  their  family  members  vrere  made  between 
January  and  August  1979  with  the  most  recent  call  having  made  on  August  23,  1979, 


Calls  to:  Phone  Number 

Esther  Cherner  (202)  686-1072 

Harvey  Cherner  (301)  469-8699 

Cherner  Lincoln-Mercury,  Inc.  (703)  983-0800 

Nursing  Home  (301)  530-8182 

Judith  Kaplan  (914)  454-1659 


Made  from 

#  of  Calls 

Amount 

266-9539 

34 

$82.25 

2 

20 

76.95 

10 

21 

55.53 

1 

21 

33.95 

10 

5 

22.49 

5 
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